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jf TRILOGY RESOURCE CORPORATION 


OC 


EXCHANGE OFFER 


Trilogy Resource Corporation (the ‘‘Company’’), a Canada corporation, hereby offers (the ‘‘Exchange 
Offer’) upon the terms and subject to the conditions set forth herein to exchange Common Shares of its 
authorized capital for: (a) interests in partnerships or joint ventures which conduct oil and gas acquisition, 
exploration, development or production activities which have present or anticipated future cash flow; (b) 
other interests in oil and gas reserves with present or anticipated future cash flow, including but not limited to 
working interests and royalty interests; (c) other oil and gas interests in acreage to which no proven reserves 
or other hydrocarbon quantities are attributable; (d) interests in any other assets associated with oil and gas 
exploration, development or production activities; and (e) equity securities of companies whose principal 
business is oil and gas acquisition, exploration, development, production or related activities which have 
present or anticipated future cash flow. 


Exchange Amount: An Exchange Amount will be determined for each Interest with the assistance of one 
of two firms of petroleum consultants in Calgary, Sproule Associates Limited and Kloepfer Coles Nikiforuk 
Pennell Associates Ltd. The number of Common Shares issuable for Interests will be determined by dividing 
the Exchange Amounts of the Interests by $10 (the Exchange Factor), an arbitrary figure which has been 
established for the purpose of making the Exchange Offer. The Exchange Amounts of the Interests are not 
intended to reflect the market value of the Interests. 


Liquidity: No market for the Company’s Common Shares currently exists; however, the Company 
expects that a market will develop. The prices at which the Common Shares trade following the consumma- 
tion of the Exchange Offer may be more or less than the Exchange Factor and may bear no relationship to 
the Exchange Amounts of the Interests. Due to the possibility that holders of Common Shares may wish to 
avail themselves of the increased liquidity provided by the expected market for Common Shares, the prices at 
which the Common Shares trade following the consummation of the Exchange Offer could be significantly less 
than the Exchange Factor. Elements are included in this offering to facilitate the development of an orderly 
market for the Common Shares. See ‘‘Development of an Orderly Market’. 


$50,000,000 Minimum: It is a condition of the Exchange Offer that Acceptances in respect of Interests 
having aggregate Exchange Amounts of at least $50,000,000 shall have been validly submitted and not 
withdrawn. There is no maximum limit on the aggregate Exchange Amounts of Interests that may be taken 
up by the Company. 


We, as Dealer Managers, conditionally agree to solicit Requests and Acceptances in accordance with the 
provisions of the Dealer Managers Agreement referred to under ‘‘Solicitation’’ and subject to the approval of 
all legal matters on behalf of the Company by Borden & Elliot, Toronto who, as to matters of Alberta law 
and as to certain matters of oil and gas law, will rely upon Howard, Mackie, Calgary and on behalf of the 
Dealer Managers by Osler, Hoskin & Harcourt, Toronto. 


Tax Free Exchange: The Company has requested a ruling from the Department of National Revenue to 
the effect that Holders resident in Canada who exchange Canadian Interests for Common Shares will gen- 
erally not recognize taxable gain or loss upon the Exchange, if they so elect. The Company is optimistic that 
such a ruling will be received in the near future. On December 18, 1981, the Minister of Finance announced 
that the existing reorganization rules in the Income Tax Act, which permit such a tax free exchange, would be 
maintained for transactions completed before the end of 1982. See ‘“‘Income Tax Consequences of the 
Exchange Offer’. 


Dealer Managers: Midland Doherty Limited and Dominion Securities Ames Limited have agreed to 
act as dealer managers (the ‘‘Dealer Managers’) for the Exchange Offer. The Dealer Managers have 
undertaken to use their best efforts to form a Soliciting Dealer Group, including the Dealer Managers, 
comprising members of the Investment Dealers’ Association of Canada and members of the Toronto, 
Montreal, Winnipeg, Alberta and Vancouver Stock Exchanges to solicit Requests and Acceptances pursuant 
to the Exchange Offer. Soliciting Dealers will receive a commission of $0.35 for each Common Share issued in 
exchange for Interests solicited by them, and the Dealer Managers will receive a fee of $0.175 for each of the 
first 5,000,000 Common Shares, and $0.125 for each additional Common Share, issued to Holders pursuant to 
the Exchange Offer. See ‘‘Solicitation’”’ for further information, including the possible payment by the 
Company of fees up to $0.35 per Common Share to persons who assist the Company in locating Interests 
acquired directly. 


Expenses of Offer: The expenses of the Exchange Offer (exclusive of the fees and commissions referred to 
above) are expected to be approximately $1,500,000 if the aggregate of the Exchange Amounts of Interests 
taken up is $50,000,000, and will be higher if such aggregate is higher. See ‘Founding Shareholders and 
Expenses of the Exchange Offer’’. 


Risks: This offering involves risks, including a lack of operating history of the Company. See ‘Risk 
Factors’. 


The Company: The Company has been formed to engage in oil and gas acquisition, exploration, develop- 
ment and production and is making the Exchange Offer as a means of acquiring an initial base of interests in 
oil and gas properties, both developed and undeveloped, with present and anticipated future cash flow. The 
Company intends to use cash flow from the combined Interests, together with borrowed funds, to finance oil 
and gas acquisition, exploration, development and production. 


The status of the Company as a Canadian controlled corporation and the qualification of the Company 
for at least the category 2 level of incentive grants under the NEP will be important considerations in deter- 
mining the selection of Interests. In addition, the Company will seek to diversify its interests geographically 
and geologically and to acquire a mix of producing and undeveloped properties in order to assure both a 
reasonable cash flow and the potential for growth. 


Securities Act of 1933: The Exchange Offer has not been registered under the Securities Act of 1933 of the 
United States of America and is not made directly or indirectly in the United States of America (including 
its possessions and territories and areas subject to its jurisdiction) or to nationals, citizens or residents thereof 
or persons normally resident therein. 


Delivery: It is expected that definitive certificates representing the Common Shares will be available for 
delivery on or about September 20, 1982. 


HOW TO PARTICIPATE IN THE EXCHANGE OFFER 


Step 1 


Please complete the yellow Request form (Appendix I) and send it to the Company at 660-639 5th 
Avenue S.W., Calgary, Alberta T2P OM9. You are encouraged to forward a Request for a determination 
of your Exchange Amount as soon as possible, so that Exchange Amounts can be determined in an orderly 
and efficient manner. The period for submitting a Request will expire on June 1, 1982 unless 
extended by the Company. 


Step 2 


After filing the final Prospectus the Company may send you a Notice of Offer and a form of 
Acceptance. The Notice of Offer will specify the number of Common Shares offered by the Company in 
exchange for each of your Interests that the Company wishes to acquire. You should complete the 
Acceptance and send it to National Trust Company, Limited by the date (the ‘Expiration Date’’) 
specified in the Notice of Offer. The Expiration Date will be at least 28 days after the Notice of Offer is 
sent. 


Step 3 


After the Expiration Date, the Company will send you a Prospectus Supplement describing the 
Interests for which it has received Acceptances and giving other information regarding the Company. 
You may withdraw your Acceptance at any time up to twenty-one days after the date of 
mailing of the Prospectus Supplement. 
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ACCEPTANCE: 


CoMMON SHARES: 
COMPANY: 

DEALER MANAGER: 
EXCHANGE: 


EXCHANGE AMOUNT: 


EXCHANGE DATE: 


EXCHANGE FACTOR: 
EXCHANGE OFFER: 


EXPIRATION DATE: 


FOUNDING SHAREHOLDERS: 


HOLDER: 


INTERESTS: 


KLOEPFER: 


NATIONAL TRUST: 


NEP: 


NOTICE OF OFFER: 


PARTNERSHIPS: 


PRICING AGREEMENTS: 


PROSPECTUS: 


PROSPECTUS SUPPLEMENT: 


REQUEST: 


SOLICITING DEALER: 


SPROULE: 


TRUST: 


VENTURES: 


CERTAIN DEFINED TERMS 


The document by which the Holder accepts the number of Common Shares 
offered in a Notice of Offer. 


The common shares of the Company. 

Trilogy Resource Corporation. 

Midland Doherty Limited and Dominion Securities Ames Limited. 

The exchange of Interests for Common Shares pursuant to the Exchange Offer. 


The amount determined for Interests. See ‘‘Determination of Exchange 


Amounts’. 


The date (expected to be on or about September 20, 1982) on which the 
Exchange Offer will be consummated by making the Exchange. 


One Common Share for each $10 of Exchange Amount. 
The Company’s offer to exchange Common Shares for Interests. 


The date (expected to be on or about July 30, 1982) by which Acceptances 
must be submitted. 


The persons who have contributed funds to the Trust and will receive Common 
Shares. See ‘‘Founding Shareholders and Expenses of the Exchange Offer’. 


The holder of an Interest. 


The assets of various kinds for which the Exchange Offer is made. See ‘“‘Inter- 
ests for which the Exchange Offer is Made’’. 


Kloepfer Coles Nikiforuk Pennell Associates Ltd., one of two firms of petroleum 
consultants which will participate in the determination of Exchange Amounts. 


National Trust Company, Limited, which will act as exchange agent for the 
Exchange Offer, and will also act as trustee for the Founding Shareholders. 


The National Energy Program. 


The document sent to a Holder stating the Exchange Amount which has been 
determined for the Interests of the Holder. 


Certain partnerships described under ‘‘Interests for Which the Exchange 
Offer is Made’. 


The oil and gas pricing agreements between the Canadian Government and the 
Governments of Alberta, British Columbia and Saskatchewan. See ‘‘Regula- 
tory Matters — Pricing. Agreements’’. 


This prospectus, in preliminary or final form. 


A supplement which will describe the properties in respect of which Acceptances 
have been received. 


The document by which a Holder asks the Company to determine an Exchange 
Amount for an Interest. 


A member of the Soliciting Dealer Group formed by the Dealer Manager. 


Sproule Associates Limited, one of two firms of petroleum consultants which 
will participate in the determination of Exchange Amounts. 


The Trust established by the Founding Shareholders. See ‘‘Founding Share- 
holders and Expenses of the Exchange Offer’’. 


Certain syndicates or other unincorporated associations or organizations, or 
other ventures or properties commonly described as joint ventures, other than 
partnerships. See ‘Interests for which the Exchange Offer is Made’. 
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§ TRILOGY RESOURCE CORPORATION 


SOURCE SF 


(the ‘‘Company’’) 


EXCHANGE OFFER 


Prospectus Summary 


The following information is a summary only. Reference 1s made to the detailed information appearing elsewhere 
tn this Prospectus. 


THE OFFER To exchange Common Shares of the Company for: (a) interests in partnerships 
or joint ventures which conduct oil and gas acquisition, exploration, develop- 
ment or production activities which have present or anticipated future cash 
flow; (b) other interests in oil and gas reserves with present or anticipated 
future cash flow, including but not limited to working interests and royalty 
interests; (c) other interests in oil and gas acreage to which no proven reserves 
or other hydrocarbon quantities are attributable; (d) interests in any other 
assets associated with oil and gas exploration, development or production activ- 
ities; and (e) equity securities of companies whose principal business is oil and 
gas acquisition, exploration, development, production or related activities 
which have present or anticipated future cash flow. 


The Company reserves the right not to make an offer for any Interest that the 
Company determines in its sole discretion it does not wish to take up. 


OFFEROR Trilogy Resource Corporation, a Canada corporation. Gerald L. Roe, for- 
merly President and a director of Sundance Oil Company and Sundance 
Oil Canada Ltd., has assumed the position of President and Chief Operating 
Officer of the Company. Several other senior management and key operating 
personnel have been appointed. Until the consummation of the Exchange 
Offer, DEB Petroleum (1980) Limited will, under a service agreement dated 
March 18, 1982 with the Trust, supply the services of the President and the 
other senior management and key operating personnel, as well as any other 
technical personnel required in connection with the Exchange Offer. After the 
consummation of the Exchange Offer, the President and the other senior 
management and key operating personnel will serve as the management of 
the Company, supported by a balanced complement of personnel with experi- 
ence in the oil and gas industry, suitable to the size and extent of operations 
of the Company. 


OFFEREES All holders of interests in oil and gas programs and properties to whom the 
Company may send a Notice of Offer. The Company expects that most of 
the Holders from whom it will wish to acquire Interests, and most of those 
Interests, will be Canadian. 


FOUNDING The Founding Shareholders have agreed to contribute an aggregate of 
SHAREHOLDERS $2,000,000, of which $1,000,000 has already been contributed and a further 
$1,000,000 is to be contributed by June 1, 1982. These funds are to be applied 
to payment of expenses of the Exchange Offer. These initial contributions 
will be exchanged for Common Shares so that the Founding Shareholders will 


EXCHANGE FACTOR 


EXPIRATION DATE 


WITHDRAWAL OF 
ACCEPTANCES 


CONDITIONS 


OBJECTIVES 


DETERMINATION OF 
EXCHANGE AMOUNTS 


hold: 12.5 Common Shares for every 87.5 Common Shares issued to Holders 
for the first $400,000,000 in aggregate Exchange Amounts of Interests taken 
up; and 10 Common Shares for every 90 Common Shares issued to Holders for 
aggregate Exchange Amounts of Interests taken up in excess of $400,000,000. 


The Founding Shareholders have also agreed to provide up to $1,000,000 in 
additional funding if required; any such additional contributions will be repaid 
by the Company on consummation of the Exchange Offer. 


If Interests submitted by any officer, director or associate of the Company or of 
any Founding Shareholder are to be taken up, there will be full disclosure 
under ‘‘Interests of Management and Others in Material Transactions” in the 
Prospectus Supplement. 


Common Shares will be offered on the basis of one share for each $10 of 
Exchange Amount. 


The date by which Acceptances must be received by the Company will 
be set out in the Notice of Offer which the Company will send to Holders 
whose Interests the Company wishes to acquire. The Expiration Date may be 
extended by the Company. 


Acceptances may be withdrawn at any time up until the expiration of twenty- 
one days after mailing of the Prospectus Supplement setting forth the results 
of the Exchange Offer. 


Acceptances in respect of Interests having aggregate Exchange Amounts of at 
least $50,000,000 must have been validly submitted and not withdrawn. There 
is no maximum limit on the aggregate Exchange Amounts of Interests that 
may be taken by the Company. The Exchange Offer may not be consummated 
if in the sole discretion of the Dealer Managers any material change occurs 
or is threatened. 


The principal objectives of the Exchange Offer are (a) to provide greater invest- 
ment liquidity to the Holders, (b) to offer to Holders the opportunity to 
participate in an entity engaging in an ongoing exploration program, (c) to 
provide greater capacity to finance continuing oil and gas exploration and 
development activities by reason of the ability to use the cash flow generated, 
and the borrowing capacity afforded, by the consolidation of reserves and 
properties, (d) to consolidate Interests into one entity with interests in larger 
and more diversified reserves and properties than those held by any Holder, 
and (e) to effect operational and administrative efficiencies by consolidating 
operations. 


The Company will determine the Exchange Amount of an Interest principally 
by estimating, with the assistance of Sproule and Kloepfer, the present value, 
after income taxes, of future net cash revenues from oil and gas properties or 
other assets attributable to the Interest. The estimation will be made 
generally as follows: 


(1) Sproule or Kloepfer will estimate hydrocarbon reserves, or will review 
such estimates previously prepared by petroleum consultants acceptable 
to the Company. 


(2) The annual net production of hydrocarbons will be estimated. 


PARTNERSHIP ROLL-UP 
TRANSACTIONS 


The annual gross revenues will be determined on the basis of a price 
forecast which takes into account the effect of the NEP, the federal- 
provincial Pricing Agreements and other significant factors. 


Annual net revenues will be estimated by deducting operating and capital 
costs, royalties and all applicable taxes, including income taxes. 


Annual net revenues will be discounted to present value using a 10% 
after tax discount rate. 


The Company will apply to the present value factors reflecting its assess- 
ment (after consultation with Sproule and Kloepfer) of the risks and 
uncertainties, or benefits and positive factors, associated with the prop- 
erties, to arrive at the Exchange Amount. 


If the information on which estimates in respect of an Interest are to be based 
includes reports previously made by Sproule or Kloepfer, the other will make 
those estimates. If any Request is submitted by an officer, director or associate 
of the Company or of any Founding Shareholder, for determination of an 
Exchange Amount of an Interest then, in view of the beneficial interest of 
certain shareholders, officers, directors and employees of Sproule in the Com- 
mon Shares to be issued to one of the Founding Shareholders, estimates in 
respect of that Interest will be made by Kloepfer rather than Sproule. 


If sufficient information as to reserves is not available, but the Interest is ina 
Partnership which has a provision for the managing partner to repurchase the 
Interest, the Company may base an Exchange Amount for the Interest on the 
repurchase price. 


If an asset (such as undeveloped acreage or a drilling rig) cannot be assigned an 
Exchange Amount based on future net revenues or on a repurchase price, the 
Company may establish an Exchange Amount based on appraisals (by 
independent appraisers). 


Certain other assets and liabilities attributable to Interests will also be taken 
into account. 


If the Company acquires by direct negotiation an Interest with a fair value 
exceeding $100,000, it may increase the Exchange Amount of such Interest by 
all or part of the solicitation fee which it will not have to pay on such a 
transaction. 


By executing a valuation Request, Holders will authorize the Company to 
request information on their behalf from managing partners, lease operators, 
companies, or owners of assets, as appropriate. However, the Company 
is not obligated to seek such information in any particular case, nor can it verify 
all information it receives or obtains. 


The Company believes that the direct ownership of undivided interests in oil 
and gas properties, rather than Partnership Interests, will provide a more 
predictable cash flow to the Company, improve its ability to secure borrowings 
and provide other financial and operational advantages. Consequently the 
Company expects that after consummation of the Exchange Offer, it will seek 
to acquire a direct interest in all or part of the assets of certain Partnerships in 
which it has acquired interests. 


OWNERSHIP OF THE 
COMPANY 


Tax CONSEQUENCES 


Risk FACTORS 


Upon consummation of the Exchange Offer, accepting Holders will own at 
least 87.5% of the Common Shares of the Company, the balance being held by 
the Founding Shareholders. 


The Company has requested (and is optimistic that it will receive in the 
near future) a ruling from the Department of National Revenue, to the effect 
that Holders resident in Canada who exchange Canadian Interests for 
Common Shares will generally not recognize taxable gain or loss at the time of 
the Exchange if they so elect. 


The Company has no financial or operating history, and does not expect 
that historical financial information will be available with respect to the 
Interests acquired by the Company in the Exchange Offer. 


Because of the diversity of Interests which may be taken up and the judgmental 
nature of the reserve estimates and cash flow forecasts upon which the Exchange 
Amounts for such Interests will be based, there may be some inconsistency in 
the Exchange Amounts. The Company will use its best efforts to determine 
Exchange Amounts on a fair, reasonable and consistent basis, and to this end 
has retained two recognized firms of petroleum consultants, Sproule and 
Kloepfer. 


Although no market currently exists for the Company’s Common Shares, the 
Company believes that a market will develop. No assurance can be given as 
to the prices at which the Common Shares will trade. 


Accepting Holders will be giving up the right to receive current income from 
Interests exchanged, and such income will thereafter be received by the Com- 
pany. Earnings of the Company from such Interests will be subject to 
corporate income tax and any dividends paid by the Company to its share- 
holders will constitute taxable income to such shareholders. 


To the extent that the Company receives Interests of limited partners, the 
Company, like Holders of such Interests, will be a passive investor and will 
not be entitled to participate in the management of the partnerships. 
Consequently, the Company may not be entitled to require the managing 
partners of such partnerships to distribute partnership cash, and such 
distributions may be withheld in order to.pay partnership expenses, to dis- 
charge partnership debt, or for other partnership purposes. The Company 
will also be liable to tax, and entitled to deductions, in respect of such Interests, 
whether or not such distributions are made. The Company will, however, 
seek to acquire direct interests in the assets of certain partnerships. 


The Company’s ability to engage actively in oil and gas exploration and 
development will be subject to the Company’s access to borrowing and to 
receipt of cash distributions from oil and gas production. Such ability is also 
limited by the obligation of the Company to pay operating expenses and to 
service indebtedness of the Company assumed pursuant to the Exchange 
Offer and incurred to pay expenses of the Exchange Offer. 


There is no assurance that the oil and gas properties represented by Interests 
acquired by the Company will yield the amounts estimated to be producible, 
and thus actual revenues may vary from the estimates used in the various 
methods available to the Company in establishing the Exchange Amounts. 
Various factors over which the Company will have no control may affect the 
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ultimate recovery from any property. These factors include the forces of nature, 
price controls, federal and provincial policies, programs and legislation, interna- 
tional oil prices and development of other energy sources. In addition, there 
is no assurance that oil or gas will be found by the Company in the future on 
any undeveloped acreage it may acquire pursuant to the Exchange Offer or 
subsequent thereto. 


Upon consummation of the Exchange Offer, the Founding Shareholders will 
own up to 12.5% of the Company’s Common Shares. Because Interests of 
Holders taken up by the Company will constitute substantially all of the tan- 
gible assets of the Company upon consummation of the Exchange Offer, Holders 
whose Interests are taken up will incur an immediate dilution in the owner- 
ship of such Interests of up to approximately 17.5% (depending on the 
amount of solicitation fees and management fees, the expenses of the Exchange 
Offer, and the percentage of the total Common Shares which is issued to the 
Founding Shareholders), without taking account of the economies of scale 
which the Company expects to realize in administrative and overhead expenses. 
Because the Exchange Amounts of submitted Interests may bear no 
relationship to their actual values, it is not practicable to compare the 
relative contributions of the Founding Shareholders and the Holders in terms 
of dollars per share or to set forth the amount of dilution incurred by Holders 
in dollars per share. 


The Company expects that only perfunctory investigations as to ownership 
may have been conducted at the time certain properties were acquired. 
Accordingly, there is no assurance that the Holders have good and marketable 
title to such properties. The Company expects, however, that in most cases 
title examinations will have been conducted prior to the commencement of 
drilling operations and curative work performed with respect to known sig- 
nificant title defects. Title to the properties acquired by the Company 
through the Exchange Offer may be subject to various forms of encumbrance 
customary in the oil and gas industry. The Company’s legal counsel may not 
review the title of all properties to be acquired, and any title review under- 
taken may not amount to a complete title examination and may not disclose 
the existence of such encumbrances or title defects. Prior to commencement 
of any drilling activity on a property, however, the Company will have 
conducted a complete examination of its title. 
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THE COMPANY 


Trilogy Resource Corporation (the ‘‘Company’’) has been organized to engage in oil and gas acquisition, 
exploration, development and production and intends to utilize the cash flow from Interests acquired in the 
Exchange Offer, together with borrowed funds, to finance such activities. 


The Company was incorporated under the Canada Business Corporations Act (the ‘“CBCA”’) by certifi- 
cate of incorporation dated November 4, 1981. The registered and principal office of the Company is located 
at 660-639 5th Avenue S.W., Calgary, Alberta, T2P0M9. Until the consummation of the Exchange 
Offer, the Company will not have carried on any business. 


THE EXCHANGE OFFER 


The Company is offering to all Holders of Interests described under ‘‘Interests for Which the Exchange 
Offer is Made” the ability to exchange such Interests for the Company’s Common Shares. The Com- 
pany is making the Exchange Offer in order to acquire an initial base of interests in oil and gas properties, 
both developed and undeveloped, and to provide the opportunity for growth. 


Objectives of the Exchange Offer 


The principal objectives of the Exchange Offer are (a) to provide greater investment liquidity to the 
Holders, (b) to offer to Holders the opportunity to participate in an entity engaging in an ongoing explora- 
tion program, (c) to provide greater capacity to finance continuing oil and gas exploration and development 
activities by reason of the ability to use the cash flow generated, and the borrowing capacity afforded, by 
the consolidation of reserves and properties, (d) to consolidate Interests into one entity with interests in 
larger and more diversified reserves and properties than those held by any Holder, and (e) to effect 
operational and administrative efficiencies by consolidating operations. Each of these objectives is discussed 
in further detail below. 


Liquidity. No established market exists for most Interests. Although some limited partnerships provide 
repurchase rights to their limited partners, the transferability of Interests in such partnerships is limited. 
In contrast, it is anticipated that a market will develop for the Common Shares, although no assurances 
can be given that one will, or as to the size of the market. The prices at which the Common Shares trade 
following the consummation of the Exchange Offer may be more or less than the Exchange Factor used to 
determine the number of shares issuable for Interests and may bear no relationship to Exchange Amounts. 
Due to the possibility that holders of Common Shares may wish to avail themselves of the increased liquidity 
provided by the market for Common Shares, the prices at which the Common Shares trade following the 
consummation of the Exchange Offer could be significantly less than the Exchange Factor. Elements are 
included in this offering to facilitate the development of an orderly market for the Common Shares. See 
“Development of an Orderly Market’. 


Exploration Activities. The Company expects that many of the Interests taken up will be in proper- 
ties and programs in the production phase, with respect to which exploration has been substantially com- 
pleted. The Company intends to engage in an active acquisition and exploration program, as well as in 
development and production. As a result, the Exchange Offer allows a Holder of an Interest in a Partner- 
ship or Venture that has ceased exploration to obtain a share in a business enterprise that expects to engage 
in an ongoing exploration program. The risks of exploration are generally greater than the risks of 
production, but the diversification of the Company’s assets will spread exploration risks more widely. 


Financing Abilities. The Company believes that, upon consummation of the Exchange Offer, its broad 
asset base should facilitate securing capital on more favourable terms than would generally have been avail- 
able to Partnerships, to Ventures or to owners of the Interests individually. With its anticipated cash flow, 
and enhanced ability to obtain capital, the Company expects to be able to purchase working or leasehold 
interests in larger and more diverse blocks of acreage and otherwise to enjoy a more competitive position in 
the oil and gas business than would be possible for Partnerships, Ventures or the owners of the Interests 
individually. 
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Diversification. The consummation of the Exchange Offer should result in participation by the Holders 
in the ownership of a business enterprise with larger and more diversified oil and gas reserves than those 
owned by the Partnerships or Ventures or those constituting the Interests. 


Operational Efficiencies. Most Partnerships and Ventures are relatively small enterprises, many of which 
necessarily incur high general and administrative expenses in relation to their assets. The Company 
believes that a consolidation of the operations of such Partnerships and Ventures will enable these opera- 
tions to be managed and administered more efficiently. 


Interests for Which the Exchange Offer is Made 


The Exchange Offer is being made to all Holders who own (in Canada or other countries) any of the 
following, which are referred to in this Prospectus as ‘‘Interests’’: 


1. An interest as a general or limited partner in a partnership (a ‘‘Partnership’’) which conducts oil 
and gas acquisition, exploration, development or production activities which have present or 
anticipated future cash flow. 

2. An interest as a participant in a syndicate or other unincorporated association or organization, or 
in any other venture or property commonly described as a joint venture, other than a partnership, 
(a ‘‘Venture’’) which conducts oil and gas acquisition, exploration, development or production 
activities which have present or anticipated future cash flow. 

3. Equity securities of a company whose principal business is oil and gas acquisition, exploration, 
development, production or related activities which have present or anticipated future cash flow. 

4. Other interests in oil and gas reserves with present or anticipated future cash flow, including but 
not limited to working interests and royalty interests. 

5. Other interests in oil and gas acreage to which no proven reserves or other hydrocarbon quantities 
are attributable. 

6. An interest in drilling rigs or any other assets (‘‘Associated Assets’’) associated with oil and gas 
exploration, development or production activities. 


The Company expects that shares of DEB Petroleum (1980) Limited will be submitted for valuation. 
The Company has been informed by the board of directors of DEB Petroleum (1980) Limited that it 
intends to recommend that its shareholders submit their shares for a determination of Exchange Amounts 
under the Exchange Offer. The Exchange Amount of all of the shares of DEB Petroleum (1980) Limited is 
expected to be approximately $40 million to $50 million in aggregate. 


If a “‘company’”’ referred to in item 3 is not a private company, the Exchange Offer will not be made for 
its equity securities unless an exemption from take-over bid requirements is either provided by or obtained 
under any applicable legislation; such an exemption will, for example, be sought from the Alberta Securities 
Commission in respect of any shares of DEB Petroleum (1980) Limited for which the Exchange Offer may be 
made. 


Of the Common Shares to be issued to Holders, the Company intends to issue no more than 30% in 
respect of the acquisition of Interests described in items 5 and 6 above, and no more than 10% in respect of 
the acquisition of Interests described in item 6. 


Description of Common Shares 


The Company is authorized to issue an unlimited number of common shares without par value (the 
“Common Shares’’). As of March 18, 1982, one Common Share is outstanding. 


Holders of Common Shares are entitled to receive dividends when, as and if declared by the Board of 
Directors. Each Common Share entitles the holder thereof to one vote. Upon dissolution of the Company 
the holders of Common Shares are entitled to share rateably in the net assets of the Company available for 
distribution to them. By a declaration made on March 15, 1982 under section 140 of the CBCA, the sole 
shareholder of the Company assumed from the directors the power to allot and issue Common Shares and 
debt obligations; the declaration will terminate immediately prior to the issuance of Common Shares to 
Holders on the Exchange Date. The Common Share now outstanding is, and the Common Shares offered 
hereby will be upon issuance, fully paid and non-assessable. The Company has the right, subject to law, 
to purchase its Common Shares. 
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Comparison of Securities 


The following summary is a comparison of certain characteristics associated with the ownership of the 
Company’s Common Shares and ownership of certain Interests. 


Common Shares 


Interests 


LIQUIDITY AND MARKETABILITY 


Common Shares will be freely transferable, 
subject to the temporary limit which will be placed 
on the resale of large blocks of Common Shares, 
referred to under ‘Development of an Orderly 
Market’. Upon consummation of the Exchange 
Offer, the Company expects that a market for the 
Common Shares will develop. See ‘‘Purpose of the 
Exchange Offer — Liquidity’. 


To the knowledge of the Company, there is 
no established market for most Interests such as 
limited partnership interests and equity securities 
of private companies and the Company does not 
anticipate that any such market will develop in the 
future. 


BUSINESS PURPOSE AND FINANCE 


The Company will be engaged on an ongoing 
basis in oil and gas acquisition, exploration, develop- 
ment and production. The Company’s broad asset 
base should facilitate securing capital on more 
favourable terms than are generally available to 
Partnerships, Ventures, or owners of Interests indi- 
vidually. The Company, as a corporation, has 
available to it more flexibility and a wider variety 
of methods in structuring its longer-term capital. 


Most Partnerships and Ventures are entities 
with limited business purposes. They typically 
have a limited term of existence, and cease opera- 
tions after their properties have been fully 
produced. Partnerships and Ventures generally are 
dependent for financing upon bank borrowings on a 
relatively narrow asset base, reinvestment of earn- 
ings, or the sale of assets. 


TAXATION AND DISTRIBUTIONS 


The Company will, at the corporate level, pay 
tax (including the Petroleum and Gas Revenue Tax) 
on its income and be entitled to deduct Canadian 
exploration, development and oil and gas property 
expenses. Shareholders will not pay tax in respect 
of income from the Company’s operations unless 
taxable dividends are declared and paid to them. 


The Company will be eligible for a maximum 
Alberta Small Explorers Credit of $1 million in any 
one year.* 


Holders of Partnership and certain Venture 
Interests receive income tax benefit, or incur income 
tax liability, to the extent of the income, losses, 
credits, deductions and depletions (including 
Canadian exploration, development and oil and gas 
property expenses) in respect of such Interests, and 
are liable for payment of the Petroleum and Gas 
Revenue Tax on certain revenues from such 
Interests, whether or not they receive any cash 
distributions. 

Holders are each eligible for the Alberta Small 
Explorers Credit, which is equal to 25% of the 
aggregate of all royalties paid to Alberta attribut- 
able to all of the Interests of such Holder, up toa 
maximum credit of $1 million per Holder in any one 
year.* 


*The Alberta Government has announced that the Small Explorers Credit will be increased, effective September 1, 1981, 
to 50% of royalties, to a maximum of $2 million per year, but legislation to that effect has not yet been enacted. 


VOTING 


The holders of Common Shares will have full 
voting rights under the CBCA, including the right 
to elect directors, thereby affecting the operations 
of the Company. 


The legislation governing limited partnerships 
prohibits limited partners from participating in 
the management of the partnership, although in 
many cases a specified percentage of limited partners 
may replace the general partner. 


Common Shares Interests 


LIABILITIES OF HOLDERS 


The holders of Common Shares will not have Generally, limited partners are not liable per- 
personal liability for the liabilities of the Com- sonally for the liabilities of their partnerships. 
pany except, as provided by the CBCA, to the General partners are liable personally for partner- 
extent that improper distributions are made to them. ship liabilities, and holders of working interests may 


be liable contractually for liabilities attributable to 
their interests. 


Selection Criteria 

The Company intends to select Interests on the basis of their anticipated future cash flow, the location 
and reserves of the oil and gas properties to which they relate, the proportion of the Interests in a particular 
property which are submitted for a determination of Exchange Amounts and the extent to which acquisition 
of a particular Interest will complement other Interests being acquired. The status of the Company as a 
Canadian controlled corporation and the qualification of the Company for at least the category 2 level of 
incentive grants under the NEP will be important considerations in determining the selection of Interests. 
In addition, the Company will seek to diversify its interests geographically and geologically and to acquire a 
mix of producing and undeveloped properties in order to assure both a reasonable cash flow and the potential 
for growth. 


The Company reserves the right not to make an offer for any Interest that the Company 
determines in its sole discretion it does not wish to take up. 

The Company will seek to acquire sufficient Interests in certain Partnerships to allow it to effect 
distribution to the Company of all or the Company’s share of the assets of such Partnerships. See 
“Partnership Roll-up Transactions’. The Company generally intends to take up all Interests in a 
Partnership or Venture submitted to it if any Interest in such Partnership or Venture is taken up. However, 
the Company may determine to take up less than all such Interests in a Partnership if the Company, in its 
sole discretion, believes that acquisition of all such Interests would have undesirable consequences, such as 
subjecting such acquisition to the requirements of any take-over bid legislation. If the Company 
determines to take up less than all of the Interests in a Partnership for any reason, the Company will attempt 
to take up Interests in such Partnerships in the order Acceptances are received. In addition, the Company 
may determine to take up all or a part of a general partner’s interest in a Partnership only if the Company 
believes that distribution to the Company of Partnership assets will occur. 

In determining whether to take up any Interests in a Partnership or Venture, the Company will 
consider, among other factors: the aggregate Exchange Amount of all Interests in such Partnership or 
Venture submitted and the aggregate percentage of such Partnership or Venture represented by such 
Interests; the costs of determining the Exchange Amount and administering such Interests; and the amount 
and timing of distributions that the Company believes can be expected from such Interests. 

In determining whether to take up any other Interest, the Company will consider, among other factors, 
the Exchange Amount of such Interest in relation to the costs of determining such Exchange Amount. 

The Company may decide to take up equity securities of a company only where it could reasonably be 
expected to acquire effective control of that company. 

If Interests submitted by any officer, director or associate of the Company or of any Founding 
Shareholder are to be taken up, there will be full disclosure under ‘‘Interests of Management and Others in 
Material Transactions” in the Prospectus Supplement. The Exchange Amount of any such Interest will be 
determined by Kloepfer rather than Sproule. 


Risk Factors 

Lack of Operating History and Historical Financial Information. ‘The Company has no financial or 
operating history, and does not expect that historical financial information will be available with respect 
to the Interests acquired by the Company in the Exchange Offer. 

Inconsistencies in Exchange Amounts. Because of the diversity of Interests which may be taken up and 
the judgmental nature of the reserve estimates and cash flow forecasts upon which the Exchange Amounts 
for such Interests will be based, there may be some inconsistency in the Exchange Amounts. However, 
the Company will use its best efforts to determine Exchange Amounts on a fair, reasonable and consistent 
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basis, and to this end has retained two recognized firms of petroleum consultants, Sproule and Kloepfer. 
See ‘‘Limitations on Determination of Exchange Amounts’’. 


Market for Common Shares. Although no market currently exists for the Company’s Common Shares 
the Company believes that a market will develop. No assurance can be given as to the prices at which the 
Common Shares will trade. See ‘‘Objectives of the Exchange Offer — Liquidity”’. 


Income and Dividends. Accepting Holders will be giving up the right to receive current income from 
Interests exchanged and such income will thereafter be received by the Company. Earnings of the Company 
from such Interests will be subject to corporate income tax and any dividends paid by the Company to its 
shareholders will constitute income to such shareholders. 


Management of Partnerships. To the extent that the Company receives Interests of limited partners, 
the Company, like Holders of such Interests, will be a passive investor and will not be entitled to participate 
in the management of the partnerships. Consequently, the Company may not be entitled to require the 
managing partners of such partnerships to distribute partnership cash, and such distributions may be 
withheld in order to pay partnership expenses, to discharge partnership debt, or for other partnership 
purposes. The Company will also be liable to tax, and entitled to deductions, in respect of such Interests, 
whether or not such distributions are made. The Company will, however, seek to acquire direct interests in 
the assets of certain partnerships. See ‘Partnership Roll-up Transactions’. 


Financing of Exploration. The Company’s ability to engage actively in oil and gas exploration and 
development will be subject to the Company’s access to borrowing and to receipt of cash distributions from 
oil and gas production. Such ability is also limited by the obligation of the Company to pay operating 
expenses and to service indebtedness of the Company assumed pursuant to the Exchange Offer and incurred 
to pay expenses of the Exchange Offer. 


Exploration and Production. There is no assurance that the oil and gas properties represented 
by Interests acquired by the Company will yield the amounts estimated to be producible, and thus 
actual revenues may vary from the estimates used in the various methods available to the Company in 
establishing the Exchange Amounts. Various factors over which the Company will have no control may 
affect the ultimate recovery from any property. These factors include the forces of nature, price controls, 
federal and provincial policies, programs and legislation, international oil prices and development of other 
energy sources. In addition, there is no assurance that oil or gas will be found by the Company in the future 
on any undeveloped acreage it may acquire pursuant to the Exchange Offer or subsequent thereto. 


Dilution. Upon consummation of the Exchange Offer, the Founding Shareholders will own up to 12.5% 
of the Company’s Common Shares. See ‘‘Founding Shareholders and Expenses of the Offer’. The Found- 
ing Shareholders will have contributed $2,000,000 to the Company’s equity capitalization. Because 
Interests of Holders taken up by the Company will constitute substantially all of the tangible assets of 
the Company upon consummation of the Exchange Offer, Holders whose Interests are taken up will incur 
an immediate dilution of net tangible assets of up to approximately 17.5% (depending on the amount of 
solicitation fees and management fees, the expenses of the Exchange Offer, and the percentage of the 
total Common Shares issued to the Founding Shareholders), without taking account of the economies of 
scale which the Company expects to realize in administrative and overhead expenses. Because the Exchange 
Amounts of submitted Interests may bear no relationship to their actual values, it is not practicable to com- 
pare the relative contributions of the Founding Shareholders and the Holders in terms of dollars per share 
or to set forth the amount of dilution incurred by Holders in dollars per share. 


Title to Properties. The Company expects that only perfunctory investigations as to ownership may 
have been conducted at the time certain properties were acquired. Accordingly, there is no assurance that 
the Holders have good and marketable title to such properties. The Company expects, however, that in most 
cases title examinations will have been conducted prior to the commencement of drilling operations and 
curative work performed with respect to known significant title defects. Title to the properties acquired 
by the Company through the Exchange Offer may be subject to various forms of encumbrance customary 
in the oil and gas industry. The Company’s legal counsel may not review the title to all properties 
to be acquired, and any title review undertaken may not amount to a complete title examination and may 
not disclose the existence of such encumbrances or of title defects. Prior to commencement of any drilling 
activity on the property, however, the Company will have conducted a complete examination of its title. 
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Determination of Exchange Amounts 


Two firms of petroleum consultants, Sproule Associates Limited (‘‘Sproule’’), and Kloepfer Coles 
Nikiforuk Pennell Associates Ltd. (‘‘Kloepfer’’) have agreed to assist in the determination of Exchange 
Amounts. Pursuant to letters of agreement dated March 18, 1982 both firms have agreed with the Trust 
that work will be divided in approximately equal proportions between the two firms, each of which will 
receive its hourly or per diem rates for the personnel employed and its out-of-pocket expenses. 


The Company will determine Exchange Amounts for Interests based upon available engineering and 
other information relating primarily to the present values of future cash flows from oil and gas reserves or 
other assets represented by such Interests. The primary sources of such information will be Holders, who 
should furnish to the Company to the extent it is available to them the information described in the valuation 
Request form. However, a Holder who may be interested in participating in the Exchange Offer 
should submit a Request for determination of an Exchange Amount notwithstanding that such 
Holder cannot furnish all or any of such information. 


The Company has established several methods as the basis for determining Exchange Amounts of 
Interests. Regardless of the methods used, the Company will require that any cash flow forecast or other 
evidence of value upon which an Exchange Amount is determined will be based upon a report of petroleum 
consultants or other appraisers acceptable to the Company. In limited cases where sufficient information 
has been furnished to the Company to enable it to make its own estimates of value, Exchange Amounts may 
be based upon such estimates. See ‘‘Limitations on Determination of Exchange Amounts’”’ for a discussion 
on various factors which could result in inconsistencies in the determination of the Exchange Amounts. 


Exchange Amounts will be determined as of September 30, 1982. Except as noted below, Exchange 
Amounts for similar Interests will be determined on a similar basis. Estimates of value made as of other 
dates will be adjusted appropriately. The Company reserves the right to make adjustments to Exchange 
Amounts to reflect developments that have an impact on value and have not been taken into account in 
determining the Exchange Amounts. 


The value at which Interests will be carried on the books of the Company and accordingly the stated 
capital of the Common Shares issued for such Interests will be determined by the directors of the Company 
and may well be less than $10 per Common Share. Such value and stated capital amount will be disclosed 
in the Prospectus Supplement. 


Independence and Consistency of Review and Determination of Exchange Amounts 


If the information on which the determination of the Exchange Amount in respect of an Interest is to be 
based includes reports previously made by Sproule or Kloepfer, the other will make those estimates. If any 
Request is submitted by an officer, director, or associate of the Company or of any Founding Shareholder for 
determination of the Exchange Amount of an Interest then, in view of the beneficial interest of certain share- 
holders, officers, directors and employees of Sproule in the Common Shares to be issued to one of the Found- 
ing Shareholders, estimates in respect of that Interest will be made by Kloepfer. 


As each firm will be reviewing different Interests, both firms, to maintain consistency, will use the 
schedule of prices, and the escalation rates for operating expenses and capital costs, provided by the Com- 
pany after consultation with Sproule and Kloepfer, and will consult one another from time to time. Upon 
completion of the present value determination for an Interest, the estimates used will be reviewed by a com- 
mittee of two, one from each of Kloepfer and Sproule, focusing on the reasonableness of the reserve estimate 
and production forecast. 


Methods of Determination of Exchange Amounts 


Three methods may be used to determine Exchange Amounts. The principal method (the ‘Revenue 
Method”) will be based on the present value of estimated future net cash revenues from oil and gas 
properties or other assets attributable to the Interests. Sproule or Kloepfer will estimate the hydrocarbon 
reserves attributable to Interests based upon geological, production, engineering and other data provided by 
Holders and others. Hydrocarbon reserves will be converted to a future revenue stream based upon forecasts 
of prices and cost escalations provided by the Company in consultation with Sproule and Kloepfer. 
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If sufficient information regarding reserves for a Partnership Interest is not available, the Company may 
use an alternate method (the ‘‘Repurchase Price Method’’) using the repurchase price established under the 
relevant partnership agreement. 


For assets for which neither the Revenue Method nor the Repurchase Price Method can be used, the 
Company will establish an Exchange Amount based on an appraisal (the ‘‘Appraisal Method’’). 


Revenue Method 


The Revenue Method will only be used to determine an Exchange Amount of those assets for which a 
forecast of future cash flow is available or can be prepared. In the case of Interests to which oil and gas re- 
serves can be attributed, the following procedure will apply. In the case of other assets, a similar procedure 
will be followed to prepare a forecast of future net revenue, which will be discounted to provide a present 
value. 


Estimation of Reserves. Sproule or Kloepfer will estimate hydrocarbon reserves, or will review such esti- 
mates previously prepared for Holders by other petroleum consultants acceptable to the Company. Sproule 
and Kloepfer will use their best efforts to ensure consistency of such estimates, but there is no assurance that 
such consistency will be achieved. See ‘“‘Limitations on Determination of Exchange Amounts’’. 


Forecast of Net Production. After the total reserves of hydrocarbons have been estimated, the annual net 
production of hydrocarbons from those reserves will be estimated after deducting all working and royalty 
interests owned by others. 


Estimation of Gross Revenues. The annual gross revenues attributable to such production will be deter- 
mined using the forecast of prices provided by the Company in consultation with Sproule and Kloepfer. The 
prices will take account of the effect of the National Energy Program (‘‘NEP’’) and the Pricing Agreements 
between the Canadian Government and the Governments of Alberta, British Columbia and Saskatchewan, 
respectively, and other significant factors, including world oil prices. See ‘“‘Regulatory Matters’. 


Net Revenues. The annual operating and capital costs, royalties, and all applicable taxes, including 
income taxes, will be estimated and deducted from gross revenues to arrive at estimated annual net revenue. 


Present Value After Income Taxes. The estimated annual net revenue will then be discounted using a 
10% discount rate to provide a present value. 


Estimates of gross revenues and net revenues in respect of Interests in countries other than Canada will 
take account of the tax and regulatory regimes in those countries and in Canada (if applicable). 


The Company will then determine the Exchange Amount for each Interest by applying to the present 
value factors reflecting its assessment (after consultation with Sproule and Kloepfer) of the risks and un- 
certainties, or benefits and positive factors, associated with the properties represented by that Interest. 


Repurchase Price Method 


If the Company is unable to use the Revenue Method to establish Exchange Amounts for any Partner- 
ship Interests because sufficient information is not available to the Company, but such Partnerships have 
provisions for repurchases of Interests by the managing partner based upon valuation reports by petroleum 
consultants acceptable to the Company, the Company may utilize the Repurchase Price Method. 


[he Company believes that in most such Partnerships the price (the ‘‘Repurchase Price’”’) at which the 
managing partner may purchase the interests of partners will be determined based upon a valuation 
computed for the Partnership’s oil and gas reserves by a petroleum consultant net of any liabilities to which 
the reserves are subject, plus net values assigned to other assets. Such a valuation can be expected to be 
based upon an estimation of reserves and a forecast of future net revenues, using assumed price and cost 
calculations, with a present value determined using a discount rate tied to the prevailing prime lending rate 
at the time the Repurchase Price is computed. In most instances, the Company believes that the managing 
partner will, in computing the Repurchase Price, deduct from the present value of the reserves determined 
by the petroleum consultant an additional discount to reflect the uncertainties and risks associated with 
ultimately obtaining the estimated future net revenues. 
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The Company believes that the above described method of calculating a Repurchase Price will not, 
in all cases, result in appropriate values for Partnership Interests for the purposes of the Exchange Offer. 
Accordingly, the Company may adjust the Repurchase Price to reflect its opinion of the appropriate discount 
rate and its assessment of uncertainty and risk. 


Appraisal Method 


Exchange Amounts for assets for which neither the Revenue Method nor the Repurchase Price Method 
is available or appropriate, such as drilling rigs or interests in acreage to which no proven reserves or other 
hydrocarbon quantities are attributable, may be established by the Company on the basis of appraisals of 
value by independent appraisers. 


Other Assets 
Other assets attributable to Interests (such as cash) may be included in Exchange Amounts at their fair 
value as of September 30, 1982. 


The Company will attribute value to certain tax aspects attached to an Interest in the determination 
of the Exchange Amount of that Interest. 


Liabilities 

If appropriate, certain liabilities associated with Interests may be assumed and, if assumed, will be 
deducted, at their fair value as of September 30, 1982, in the determination of Exchange Amounts for such 
Interests. 


Equity Securities of Companies 

Exchange Amounts for equity securities of a company will be determined by dividing the net asset 
value of the company by the number of equity securities outstanding, subject to appropriate adjustments 
for matters such as convertible debt and redeemable shares. 


Distributions 

By executing the Acceptance, a Holder will acknowledge that all distributions of or made in respect of 
any asset which has been included in determining the Exchange Amount will be the property of the Company, 
and the Holder will agree to pay or deliver to the Company on the Exchange Date all such distributions. 


Adjustments for Deferral of Exchange Date 

If cash flow in 1982 has been included in determining the Exchange Amount, the Notice of Offer will set 
out an amount by which that Exchange Amount will be reduced for each month by which the Exchange Date 
is deferred beyond September 30, 1982. 


Additional Exchange Amount for Negotiated Transactions 

The Company may acquire Interests pursuant to direct negotiations with the Holders thereof, if each 
such Interest has a fair value exceeding $100,000. In such case the Company may not be required to pay 
solicitation fees, and may accordingly increase the Exchange Amounts for such Interests by an amount equal 
to all or a portion of such Solicitation Fees. See ‘‘Solicitation’’. There is no limit on the amount of Interests 
which may be acquired by direct negotiation. 

The Dealer Managers have agreed, because shares of DEB Petroleum (1980) Limited will have been 
submitted without any solicitation on the part of the Dealer Managers, that no Management Fees or Solici- 
tation Fees will be payable in respect of any such shares taken up. Accordingly, the Exchange Amounts of 
such shares may be increased by an amount equal to the total of the Management Fees and the Solicitation 
Fees that would otherwise have been payable in respect of those shares. 


Limitations on Determination of Exchange Amounts 


The Company will use its best efforts to determine Exchange Amounts on a fair, reasonable and 
consistent basis. However, because of the diversity of Interests which may be submitted and the judgmental 
nature of the reserve estimates and cash flow forecasts upon which the Exchange Amounts for such Interests 
will be based, there may be some inconsistency in the Exchange Amounts. If the Repurchase Price Method 
has been used, the Exchange Amounts obtained may vary significantly from those which would have been 
obtained if it had been possible to use the Revenue Method. To the degree that Exchange Amounts are in- 
consistent, certain Holders may benefit more from the Exchange Offer than others. 
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Sproule or Kloepfer will review all reserve estimates and cash flow forecasts furnished with Requests 
or otherwise obtained. Because complete engineering data may not be available to Sproule or Kloepfer, 
there is no assurance that Sproule or Kloepfer will be able to determine if such reserve estimates have been 
properly prepared, and accordingly there is no assurance that the Company will not make offers for Interests 
for which the reserve estimates have been improperly prepared. 


Estimates of oil and gas reserves and future net revenues cannot be made with precision. Accordingly, 
reserve estimates may be overstated or understated, and are often significantly different from the 
quantities of oil and gas which are ultimately recovered. In computing future net revenues, the price 
estimates used may fail to measure accurately increases and decreases in prices, and costs may be over- 
estimated or underestimated. A particular mix of oil and gas properties may benefit more from price 
increases than others, since gas may benefit more from such increases than oil, or vice versa. Taxes, the 
NEP and the Pricing Agreements treat oil and gas differently. See ‘‘Regulatory Matters’. In addition, 
discount rates used to determine present values may favour properties with shorter producing lives over those 
with longer producing lives. 


The ultimate value of any Interest may thus be more or less than its Exchange Amount. Each Holder 
should make his own judgment as to the fairness of the Exchange Amount of his Interest. 


Expiration Date 


The Company, having determined Exchange Amounts as aforesaid, will send to each Holder whose 
Interests the Company wishes to acquire a Notice of Offer, together with a form of Acceptance. The form of 
Acceptance must be submitted to the exchange agent, National Trust Company, Limited (‘‘National 
Trust’) on or before a date (the ‘‘Expiration Date’’) which will be either the date specified in the Notice of 
Offer, or such later date to which the Exchange Offer may be extended by notice from the Company to 
National Trust. 


Extension of Exchange Offer 


The Company may at any time, or from time to time, extend the period during which the Exchange 
Offer is open by notice of such extension to National Trust given in writing or by telex on or before 10:00 
a.m. (Calgary time) on the day prior to any previously set Expiration Date. Notice of any such 
extension will also be published in daily newspapers of general circulation in Canada selected by the 
Company. 


Notice of Results of Exchange Offer 


As soon as practicable after the Expiration Date, the Company will furnish to each Holder who has 
submitted an Acceptance a Prospectus Supplement setting forth: a summary of all Interests for which 
Acceptances have been received; the aggregate number of Common Shares to be issued in exchange for all 
such Interests; the Company’s estimates of the reserves represented by all such Interests and the present 
values of such reserves; and a description of the important Interests. The Prospectus Supplement will also 
set forth, to the extent reasonably practicable, a pro forma presentation of the impact on the Company’s 
financial position of the acquisition of all the Interests whose Holders have accepted the Exchange Offer. 
The determination of such impact on the Company’s financial position will be influenced by, among other 
things: the nature and extent of those Interests; the then economic conditions, particularly in the oil industry; 
legislative and regulatory circumstances then applicable; and other matters which may affect the Company 
and its proposed operations. 


Withdrawal of Acceptances 


Holders who have submitted Acceptances will have twenty-one days from the date of mailing of the 
Prospectus Supplement to withdraw their Interests. To be effective, a written or telegraphic notice of 
withdrawal must be received by National Trust at any of the addresses shown for it under ‘The Exchange 
Agent”’ inside the back cover of the Prospectus and the Prospectus Supplement. If mailed, any such notice 
of withdrawal must be sent by registered mail. Any such notice of withdrawal must specify the Interest to be 
withdrawn and the name of the Holder. This right of withdrawal is in addition to and without derogation 
from any other right of withdrawal a Holder may have at law. See ‘‘Holder’s Statutory Rights’. 
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Conditions of the Exchange Offer 


The Exchange Offer will not be consummated unless Acceptances in respect of Interests having aggregate 
Exchange Amounts of at least $50,000,000 shall have been validly submitted and not withdrawn. In 
addition, the Exchange Offer may not be consummated if, in the sole discretion of the Dealer Managers, a 
material change occurs or is threatened. 


Exchange Date 


If the conditions of the Exchange Offer have been satisfied, the Exchange Offer will be consummated on 
a date (the ‘Exchange Date’’) assoon as practicable after the expiry of the period within which Acceptances 
may be withdrawn. The Exchange Date is expected to be on or about September 20, 1982. 


Delivery of Shares 


On the Exchange Date, the Company will issue certificates for Common Shares to Holders whose 
Interests are taken up. No fractional shares will be issued in the Exchange Offer. Any fractional share interest 
otherwise issuable to a Holder after totalling shares issuable to such Holder for Interests covered by a single 
Acceptance will be rounded to the nearest whole share. 


Solicitation 


Midland Doherty Limited and Dominion Securities Ames Limited (the ‘‘Dealer Managers’’) have 
entered into a Dealer Managers Agreement with the Company dated March 18, 1982, pursuant to which 
the Dealer Managers have agreed to provide professional advice in connection with the Exchange Offer, and 
have undertaken to use their best efforts to form a Soliciting Dealer Group, including the Dealer Managers to 
solicit Requests and Acceptances. The obligations of the Dealer Managers under the Dealer Managers 
Agreement may be terminated at their discretion on the basis of their assessment of the financial markets 
and upon the occurrence of certain stated events. The Soliciting Dealer Group will comprise members of 
the Investment Dealers’ Association of Canada and members of the Toronto, Montreal, Winnipeg, Alberta 
and Vancouver Stock Exchanges. 


The Company will pay to the Dealer Managers a management fee (the ‘‘Management Fee’’) of $0.175 
for each of the first 5,000,000 Common Shares, and $0.125 for each additional Common Share, issued to 
Holders pursuant to the Exchange Offer other than the Common Shares which may be issued for shares of 
DEB Petroleum (1980) Limited. 


A solicitation fee (the ‘Solicitation Fee’’) of $0.35 for each Common Share issued in exchange for 
Interests will be paid to the Soliciting Dealer whose name appears on the Acceptance (or on the Request, if 
no name appears on the Acceptance); if no name appears on either document, the Solicitation Fee may be 
paid to a Soliciting Dealer that the Company and the Dealer Managers agree is entitled to it. If the fair value 
of an Interest is more than $100,000, the Company may, subject to ‘Local Laws’’, acquire such Interest 
without the assistance of a Soliciting Dealer. In connection with any such acquisitions, the Company may 
agree to pay appropriate fees which shall not exceed $0.35 per Common Share to persons who assist the 
Company in locating and acquiring such Interests. No such fees shall be paid to any Founding Share- 
holder or to any officer, director or associate of the Company. The Company intends to use funds borrowed 
under a line of credit to pay the fees of the Dealer Managers and Soliciting Dealers. See ‘‘Business of the 
Company — Funding of Operations’. 


Validity of Acceptances 


The Company’s interpretation of the terms and conditions of the Exchange Offer (including the validity 
of Acceptances) will be final and binding. The Company reserves the right to waive any conditions of the 
Exchange Offer and any irregularities in Acceptances. The Company and National Trust are not under any 
duty to give notification of irregularities and shall not incur any liability for failure to give such notification. 
Acceptances will be deemed not to have been made until any irregularities have been cured or waived. Any 
Acceptance which is not properly completed and executed, and as to which irregularities are not cured or 
waived, will be returned by National Trust to the Holder as soon as practicable. 
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Local Laws 


The Exchange Offer is not being made to, nor will the Company accept Requests or Acceptances from, 
Holders in any jurisdiction in which the Exchange Offer or the acceptance thereof would not be in com- 
pliance with the securities or other laws of such jurisdiction. The Company will make application for 
exemption from the take-over bid provisions of the securities laws of each jurisdiction in which such provi- 
sions might otherwise apply to the Exchange Offer. In any jurisdiction where securities laws require the 
Exchange Offer to be made by a registered broker or dealer, the Exchange Offer is being made on behalf 
of the Company by the Dealer Managers. 


DEVELOPMENT OF AN ORDERLY MARKET 


If any person is entitled to receive more than 25,000 Common Shares under the Exchange Offer, the sale, 
transfer and assignment by such person of the Common Shares in excess of 25,000 will be restricted until 
the 120th day after the Exchange Date, or until such earlier date as may be designated by the Company, 
and during such period such person will be restricted from entering into any agreement to sell, transfer or 
assign such shares. In this connection, if any person is entitled to receive more than 25,000 Common 
Shares, the certificate or certificates evidencing the Common Shares in excess of 25,000 will be held by 
National Trust until such 120th day or earlier date. In those cases where the Acceptance is signed by a 
corporation, Partnership, Venture or other such entity, however, such entity may distribute the Common 
Shares received by it to its shareholders, partners, venturers or participants in proportion to each distributee’s 
interest in the Interests acquired. Such entity must, however, have informed the Company at least ten days 
prior to the Exchange Date of its desire to make such distribution and have furnished to the Company the 
representations of such distributees that they have not entered into contractual commitments to transfer 
and their agreements to be bound by these arrangements. To that extent, these provisions will not apply 
to such entity, but will apply to the distributees. When National Trust receives such certificates from the 
Company, it will issue a receipt therefor to the appropriate person. Upon the expiration of the period 
during which such Common Shares may not be sold, transferred or assigned, the certificates will be sent by 
National Trust to the registered holders. 


PARTNERSHIP ROLL-UP TRANSACTIONS 


The Company expects that, after consummation of the Exchange Offer, it will seek to acquire direct 
interests in the assets of certain Partnerships in which it has acquired Interests in the Exchange Offer. 
Acquisition of such direct interests will provide a more predictable cash flow and allow the Company to 
exercise more control over the development and operation of such assets than it would be able to as a passive 
holder of a Partnership Interest. In addition, a direct interest in the oil and gas properties of a Partnership 
will enhance the Company’s ability to obtain financing based upon.the reserves attributable to the 
properties. 


The Company expects that it will make proposals to certain Partnerships that would, if effected, result 
in the Company’s owning directly all or its proportionate share of the Partnership’s oil and gas properties 
rather than Partnership Interests. The details of such proposals will vary depending on the Partnership 
involved, the percentage of Interests therein acquired by the Company, the terms of the partnership agree- 
ment and other factors, and consequently cannot be described at this time. However, the Company expects 
that they will include proposals of the following kinds: (i) a proposal to transfer to the Company all of the 
assets of a Partnership in exchange for Common Shares and an assumption of all the Partnership’s liabilities, 
(ii) a proposal to effect a partial liquidation of a Partnership in which the Company would withdraw a 
proportionate undivided interest in the Partnership’s assets and liabilities attributable to the Partnership 
Interests acquired by the Company, in exchange for surrender of its Interests in the Partnership, and 
(iii) a proposal to effect a complete dissolution of the Partnership. 


In the event of an exchange of assets for Common Shares, it is expected that the Common Shares 
received by the Partnership may be distributed to its partners. As a result, partners who do not submit 
Acceptances will nevertheless receive Common Shares as if they had participated in the Exchange Offer, 
and may be subject to certain income tax and other consequences, as to which they should consult their own 
tax advisors. 
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DETAILS OF EXCHANGE PROCEDURES 
Request for Determination of Exchange Amounts 


A request for determination of Exchange Amounts (the ‘‘Request’’) is included with this Prospectus in 
duplicate as Appendix I. A Holder who wishes to be advised of the Exchange Amounts of his Interests should 
complete the yellow Request form and forward it to the Company, 660-639 5th Avenue S.W., Calgary, 
Alberta T2P 0MQ9, together with as many of the documents described in the Request as are available to that 
Holder. 


Holders who wish to participate in the Exchange Offer are encouraged to forward their 
Requests as soon as possible to enable determination of Exchange Amounts in an orderly and 
efficient manner. The period for submitting a Request will expire on June 1, 1982 unless extended 
by the Company. 

A Holder who may be interested in participating in the Exchange Offer should submit a 
Request notwithstanding that such Holder cannot furnish all or any of the information described 
in the Request form. 

Completion of a Request will not obligate the Holder forwarding the Request to accept the 
Exchange Offer for any Interests owned by such Holder for which the Company may issue a 
Notice of Offer. 

By executing a Request, a Holder authorizes, but does not obligate, the Company to request on his 
behalf from managing partners, lease operators, companies or owners of assets in respect of which the 
Request is submitted, as appropriate: (a) information regarding ownership interests, prices currently 
being received or contracted for production, allocation of revenues and costs between classes of partners, 
capital accounts of partners and other information necessary to enable Sproule or Kloepfer to prepare 
estimates and the Company to compute the Exchange Amounts; (b) particulars of any distributions made in 
respect of the Interests since the most recent audited or year-end financial statements; and (c) copies of any 
reserve reports made available or which may subsequently be made available. While the Company will follow 
limited procedures designed to verify certain of such information, the nature and volume of the data will 
preclude verification of all of it. é 


Notice of Offer; Acceptance 


At least 28 days before the Expiration Date, the Company will furnish to each Holder who has filed 
a Request with the Company, a Notice of Offer setting forth those Interests covered by such Holder’s 
Request which the Company wishes to acquire, the Exchange Amounts assigned to such Interests, and the 
number of Common Shares for which such Interests may be exchanged, together with a form of Acceptance. 
The Holder may accept the Exchange Offer by completing the Acceptance, with signatures guaranteed by a 
bank or trust company having an office or branch in Canada or a member of the Investment Dealers’ 
Association of Canada (an ‘‘Eligible Institution’’) and returning it to National Trust, at one of the addresses 
listed under ‘‘The Exchange Agent’’ inside the back cover, prior to the Expiration Date. 


The Acceptance constitutes, subject to consummation of the Exchange Offer, an instrument of transfer 
and assignment of each Interest and a power of attorney permitting the Company to execute on behalf of the 
Holder the documents necessary to consummate the Exchange Offer. 


With an Acceptance, a Holder must include evidence satisfactory to the Company that all consents 
necessary to effect the transfer of the Interests covered thereby have been obtained and, if the Interests are 
shares in the capital of a corporation, share certificates therefor, endorsed in blank for transfer, with 
signatures guaranteed by an Eligible Institution. 


If any statutory or regulatory approvals or consents are required for the transfer of an Interest, the 
Holder should apply for such approvals or consents well in advance of the Exchange Date, and should 
advise the Company as soon as they have been obtained. 


Once submitted an Acceptance, including the transfers authorized thereby is, subject to consummation 
of the Exchange Offer, irrevocable unless withdrawn as described under “Withdrawal of Acceptances”’. 


By executing an Acceptance, a Holder covenants and represents, among other things, that he has 
(subject to any statutory or regulatory approvals or consents required, which the Holder will represent 
he has applied for) full right and authority to transfer the Interests covered thereby, that such Interests 
have not previously been conveyed and that they are free and clear of all liens, encumbrances and adverse 
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claims except, with respect to working interests and assets such as drilling rigs, liens and encumbrances 
to which the Company has expressly consented in writing; such covenants and representations will survive 
the issuance of Common Shares pursuant to the Exchange Offer. 


The form of Acceptance will set out the covenants, representations, warranties and conditions of both 
the Company and the Holder, to which the consummation of the Exchange Offer is subject. By executing the 
Acceptance, the Holder will appoint National Trust to waive on his behalf any non-compliance by the 
Company with such covenants, representations, warranties or conditions if, in the opinion of National 
Trust, such non-compliance does not materially impair the interests of the Holders. 


INCOME TAX CONSEQUENCES OF THE EXCHANGE OFFER 


General Comments 


The following summary describes certain of the consequences of the Exchange Offer under the 
Income Tax Act (Canada) (the ‘‘Tax Act’’), It is not practical to comment on all the tax 
aspects of the Exchange Offer in every circumstance and therefore, this summary is not exhaustive 
of all relevant income tax considerations. The tax consequences to a particular Holder may 
vary according to his particular facts and the Canadian provincial laws and American federal 
and state laws which may be applicable. Therefore, Holders are advised to consult their tax 
advisors as to their individual circumstances. 


The following summary is based on the provisions of the Tax Act and the Regulations enacted as of 
the date hereof. However, consideration is also given to the amendments to the Tax Act proposed by the 
Notice of Ways and Means Motion tabled in the House of Commons on November 12, 1981 (the ‘‘Federal 
Budget’’) and by The Notes on Transitional Arrangements and Adjustments Relating to Tax Measures 
Announced November 12, 1981 tabled in the House of Commons on December 18, 1981 (the ‘‘Notes’’). 
The Federal Budget proposed that a tax-deferred exchange would not be available in respect of circumstances 
that would have included the Exchange Offer. The Notes, however, provide that the existing provisions in 
the Tax Act which would permit a tax-deferréd exchange in the circumstances such as the Exchange Offer 
be maintained for transactions completed before the end of 1982. 


An advance income tax ruling was requested on February 10, 1982 from the Department of 
National Revenue in respect of certain aspects of the Exchange Offer. 


The income tax consequences for a Holder disposing of an Interest in a Partnership may be quite 
different than those related to the disposition of an Interest in a co-tenancy arrangement or other Venture, 
equity securities of a company, direct Interests in oil and gas reserves (such as working interests or royalty 
interests), direct Interests in oil and gas acreage to which no proven reserves or other hydrocarbon quantities 
are attributable, or direct Interests in drilling rigs or other Associated Assets. Accordingly, the following 
analysis is divided into separate parts, each of which discusses the income tax consequences of the exchange 
(the ‘‘Exchange’’) of a particular type of Interest for Common Shares. 


Where the Interest exchanged by the Holder on a tax-deferred basis is taxable Canadian property for 
the purposes of the Tax Act, the Common Shares received by the Holder on the Exchange will be considered 
to be taxable Canadian property of the Holder. 


This summary is applicable only to Holders who are individuals or trusts resident in 
Canada or Canadian corporations (other than corporations whose principal business is a 
resource-related business) and who are not traders or dealers in Interests. 


General Discussion of the Effect of the Exchange 
If An Election is Not Made 


Unless an election under section 85 of the Tax Act is jointly made by the Holder and the Company as 
discussed below, each Holder who will accept the Exchange Offer will be considered for tax purposes to have 
made a taxable disposition of his Interest giving rise to proceeds of disposition equal to the fair market value, 
at the time of the Exchange, of the Common Shares (and any non-share consideration) received by him on the 
Exchange. The amount by which such proceeds of disposition exceed the cost for tax purposes of the 
Interest exchanged may, depending on the nature of the Interest, constitute income or capital gain to the 
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Holder. The full amount of any income gain and one-half of any capital gain (the “taxable capital gain’’) 
will be included in computing the Holder’s income for the taxation year of the Exchange. The cost to the 
Holder of the Common Shares received by him on the Exchange will be equal to the fair market value of 
such shares at the time of the Exchange. 


If An Election Is Made 


Section 85 of the Tax Act may enable the Holder to defer for tax purposes the recognition of all or a 
portion of a gain otherwise realized by the Holder on the Exchange. The procedural aspects of an election 
under Section 85 of the Tax Act are discussed below. Where a valid election is made, subject to certain 
restrictions described below, the Exchange will be deemed for tax purposes to take place at a value agreed to 
by the Holder and the Company (the ‘Elected Amount’’). The Elected Amount will be deemed to be (i) the 
proceeds of disposition to the Holder of the Interest, and (ii) the cost to the Company of the Interest. The 
Elected Amount will be an amount which is equal to or less than the fair market value of the Common Shares 
acquired by the Holder on the Exchange. 


The Elected Amount cannot exceed the fair market value of the Interest at the time of the Exchange. 
Where parties purport to elect.an amount in excess of such fair market value, the Elected Amount will be 
deemed to be an amount equal to the fair market value of the Interest at the time of the Exchange. One 
important exception to the tax deferral nature of section 85 of the Tax Act would occur where the Company 
will be required, as part of the Exchange, to assume liabilities of the Holder attributable to the Interest 
being exchanged by the Holder. In such circumstances, the Elected Amount cannot be less than the amount 
of the liabilities of the Holder assumed by the Company which may result in a gain being realized by the 
Holder to the extent that the amount of the liabilities so assumed exceed the Holder’s tax cost of the Interest 
exchanged. The cost to the Holder of the Common Shares received by him on the Exchange will be equal to 
the amount, if any, by which the Elected Amount exceeds the liabilities, if any, assumed by the Company 
on the Exchange. Certain other limitations that may be applicable to particular Interests are described 
below. 


How An Election is Made 


With the Notice of Offer and the Acceptance Form, the Company will forward to the Holder six copies 
of the appropriate election forms. The Holder will be required to describe his Interest, state its fair market 
value at the time of Exchange, state the Elected Amount and execute each form. By executing the 
Acceptance the Holder irrevocably nominates and appoints the Company as his attorney to complete any 
required particulars which he has failed to complete on the election form. Where the Holder does 
not complete the particulars relating to the Elected Amount, the Company will attempt to do so in 
a manner that is most beneficial to the Holder and the Company. The Company declines any responsi- 
bility for the correctness of any information or the appropriateness of the Elected Amount which it com- 
pletes on the election form on behalf of the Holder. All six copies of the election form must be returned 
to National Trust with the Acceptance. The Company will, after the Exchange Date, return four copies 
to the Holder. The Holder must file the election forms with his income tax return for the taxation year 
of the Exchange. 


Discussion of Particular Interests 


Interests in Partnerships Organized in Canada 


The following summary applies only to Holders who have acquired a partnership Interest after 1971 
and who hold it as capital property (i.e., who are not traders or dealers in such Interests, and have not 
acquired the Interest while engaged in an adventure in the nature of trade). 


A Holder will realize a capital gain when the disposition on the Exchange of his partnership Interest 
results in proceeds of disposition which exceed the adjusted cost base of his Interest. Similarly, a capital loss 
will arise when the adjusted cost base of his Interest exceeds the proceeds of disposition of his Interest. 


Unless an election under section 85 of the Tax Act is made, the Exchange by the Holder of a partnership 
Interest would result in the Holder being deemed to have disposed of his partnership Interest for proceeds 
of disposition equal to the fair market value, at the time of the Exchange, of the Common Shares and any 
non-share consideration received by him on the Exchange. 
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Where an election under section 85 of the Tax Act is made with respect to the Exchange, the Holder 
will be deemed to have disposed of his partnership Interest for proceeds of disposition equal to the Elected 
Amount. The Tax Act requires that the Elected Amount be not less than the lesser of (a) the fair market 
value of the partnership Interest at the time of the Exchange and (b) the adjusted cost base to the Holder 
of the Interest. 

The Elected Amount cannot be less than the amount, if any, of the liabilities being assumed by the 
Company on the Exchange. Therefore, where the amount of the liabilities so assumed exceeds the adjusted 
cost base of the partnership Interest the excess will be deemed to be a capital gain realized by the Holder 
on the Exchange. The cost to the Holder of the Common Shares received by him on the Exchange will be 
equal to the amount, if any, by which the Elected Amount exceeds the liabilities, if any, assumed by the 
Company on the Exchange. 

The computation of the adjusted cost base of a partnership Interest requires a detailed calculation. 
While the following discussion sets out the most significant points in such computation, it is not intended 
to be exhaustive. 

A partner’s adjusted cost base of his partnership Interest will include the initial price paid for the 
interest, PLUS (a) any additional capital contributions, (b) his share of any income for tax purposes of the 
partnership for each completed fiscal period, (c) his share of the partnership’s proceeds of disposition of 
Canadian resource properties that become receivable before that time, and (d) any government assistance 
that the partnership has received, or has become entitled to receive, such as the Petroleum Incentive Pay- 
ments under the NEP and the Alberta Exploratory Drilling and Geophysical Incentives, MINUS, (e) his 
share of any losses for tax purposes of the partnership for each completed fiscal period, (f) his share of explora- 
tion and development expenses allocated to him by the partnership for each completed fiscal period, and 
(g) any amounts distributed to him as his share of any profits or capital of the partnership. 

If, at the time of the Exchange the adjusted cost base to the Holder of his Interest would otherwise be 
in a negative amount (that is, if the adjustments that reduce the adjusted cost base are greater than those 
which increase it and the original cost), the negative amount is added to the Holder’s actual or deemed 
proceeds of disposition for the purpose of computing his capital gain. 

Any undeducted Canadian exploration expenses, Canadian development expenses and Canadian oil 
and gas property expenses and any earned depletion (the ‘‘Expenditures’’) which have been allocated to the 
Holder will remain to be deducted by him notwithstanding the Exchange of his Interest. Depending on the 
terms of the relevant partnership agreement any income, or loss, of the partnership for the fiscal period of the 
partnership during which the Exchange occurs, and the Expenditures incurred by the partnership during 
that fiscal period, will be allocated to the Company and not to the Holder. 

Under the terms of the United States Internal Revenue Code, a partnership (whether organized under 
the laws of the United States or in Canada) is terminated if within any twelve month period there is a sale or 
exchange of 50% or more of the total interest in partnership capital and profits. The consummation of the 
Exchange Offer may cause such a termination of some partnerships. If such a termination occurs, the 
United States will treat each non-exchanging partner as having received a distribution of his proportionate 
share of the partnership assets followed by a contribution by each partner to a new partnership. Holders of 
Interests in partnerships which hold assets in the United States should consult their own United States tax 
advisors. 


Effect of Partnership Roll-Up Transactions 


The Company expects that, after consummation of the Exchange Offer, it will seek to acquire a direct 
interest in the assets of certain partnerships. See ‘‘Partnership Roll-Up Transactions”. Each such 
transaction may have different income tax consequences depending upon the residence of the various 
partners and the method of terminating the partnership. Accordingly, it is not possible to outline 
general income tax consequences in regard to this type of proposed transaction. The Company will, in its 
negotiations, endeavour to obtain the maximum tax deferrals available under the Tax Act for such trans- 
actions. Holders, who as partners, become involved in such transactions should consult their own tax advisors 
at the time in order to obtain the necessary income tax advice. 


Interests in Canadian Joint Ventures (Other Than Partnerships), Canadian Royalty Interests 
and Certain Other Direct Interests in Canadian Resource Properties 


This section discusses the tax treatment of the Exchange of: (a) a direct co-tenancy interest in a 
Canadian oil and gas property (including a direct interest in a joint venture other than a partnership); (b) a 
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royalty interest or a working interest in a Canadian oil and gas property; and (c) a direct leasehold interest 
in a Canadian oil and gas property. Any such Interest will be referred to herein as a ‘‘Canadian Resource 
Property Interest’. This section describes the tax treatment of the Exchange of Canadian Resource 
Property Interests acquired by the Holder after May 6, 1974. Holders should consult their own tax advisors 
as to the treatment of the Exchange of Canadian Resource Property Interests acquired before May 7, 1974. 

Certain Holders may hold a Canadian Resource Property Interest together with an Interest in depreci- 
able or other properties associated with such Interest. The tax treatment of the Exchange of such depreci- 
able or other properties associated with Canadian Resource Property Interests is described below under 
“Interests in Canadian Associated Assets’’. 

Unless an election under section 85 of the Tax Act is made, the Exchange by the Holder of a Canadian 
Resource Property Interest would result in the Holder being deemed to have disposed of his Canadian 
Resource Property Interest for proceeds of disposition equal to the fair market value, at the time of the 
Exchange, of the Common Shares and any non-share consideration received by him on the Exchange. 

Where an election under section 85 of the Tax Act is made with respect to the Exchange, the Holder 
will be deemed to have disposed of his Canadian Resource Property Interest for proceeds of disposition 
equal to the Elected Amount. The Elected Amount cannot be less than the amount, if any, of the liabilities 
being assumed by the Company on the Exchange and therefore, the proceeds of disposition will be deemed 
to be not less than the amount of the liabilities assumed. 

The amount of the proceeds of disposition (i.e., the amount equal to the fair market value of the Common 
Shares where an election under section 85 is not made, or the Elected Amount, where such election is made) 
reduces the Cumulative Canadian Oil and Gas Property Expense (the ‘‘CCOGPE”’) account of the Holder. 
The negative balance in the CCOGPE account at the end of the taxation year of the Holder in which the 
Exchange takes place reduces the Cumulative Canadian Development Expense (the ‘““CCDE”’) account of 
the Holder. Any resulting negative balance in the CCDE account at the end of the year will be included 
in computing the income of the Holder in the taxation year of the Exchange. 

The cost to the Holder of the Common Shares received by him on the Exchange will be equal to the 
amount, if any, by which the Elected Amount exceeds the liabilities, if any, assumed by the Company 
on the Exchange. 

Upon a subsequent disposition of the Common Shares by the Holder, the Holder will realize a capital 
gain (capital loss) or an income gain (income loss) depending on his particular circumstances. In this regard, 
Holders should consult their own tax advisors. 

The appropriate Elected Amount for each Holder will vary depending on his personal circumstances, 
and Holders should therefore consult their own tax advisors as to the appropriate Elected Amount. It would 
appear, however, that for most Holders the Elected Amount should be a figure fixed between $1.00 and the 
balance in the CCOGPE account. 

The Holder will be required to include in computing his income for the year of the Exchange the income 
or loss, if any, from the Canadian Resource Property Interest earned to the date of the Exchange and will 
be entitled to deduct his share of any Canadian exploration expenses, Canadian development expenses and 
Canadian oil and gas property expenses incurred plus his share of any earned depletion (the ‘““Expenditures’’) 
to which he may become entitled with respect to that Interest to the date of the Exchange. The Company 
will be required to include in computing its income for the year of the Exchange the income or loss, if any, 
from the Canadian Resource Property Interest earned after the date of the Exchange and will be entitled 
to deduct the Expenditures incurred with respect to that Interest after that date. The Company will, where 
practicable, provide the Holder with an estimate of the income and the Expenditures relating to the period 
prior to the date of the Exchange. 


Interests in Canadian Associated Assets 

This section summarizes the tax treatment of the Exchange of Interests in Associated Assets acquired 
by the Holder after 1971 including (a) depreciable properties, (b) non-depreciable capital properties, such as 
land (other than land that is a Canadian Resource Property Interest), and (c) other Associated Assets. 


Depreciable Properties 


Unless an election under section 85 of the Tax Act is made, the Exchange by the Holder of an Interest 
in a depreciable property would result in the Holder being deemed to have disposed of his Interest for 
proceeds of disposition equal to the fair market value, at the time of the Exchange, of the Common Shares 
and any non-share consideration received by him on the Exchange. 
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Where an election under section 85 of the Tax Act is made with respect to the Exchange, the Holder 
will be deemed to have disposed of his Interest in a depreciable property for proceeds of disposition equal to 
the Elected Amount. The Elected Amount cannot be less than the least of the following amounts: (a) the 
undepreciated capital cost to the Holder of all property of the capital cost allowance class to which the 
depreciable property belongs immediately before the Exchange; (b) the capital cost to the Holder of the 
depreciable property; and (c) the fair market value of the depreciable property at the time of the Exchange. 
The Elected Amount cannot be less than the amount, if any, of the liabilities being assumed by the 
Company on the Exchange and therefore the proceeds of disposition will be deemed to be not less than the 
amount of the liabilities assumed. 


An amount which is the lesser of (a) the capital cost to the Holder of the depreciable property and (b) 
the proceeds of disposition (i.e. the fair market value of the Common Shares, where an election under section 
85 is not made, or the Elected Amount, where such election is made) reduces the undepreciated capital cost 
of the class to which the depreciable property belongs. Where at the end of the taxation year of the Holder the 
undepreciated capital cost of the particular class would thereby become a negative amount, this negative 
amount will be included in computing the Holder’s income for the taxation year of the Exchange. Where 
the proceeds of disposition exceed the capital cost to the Holder of the depreciable property exchanged, the 
excess will be treated as a capital gain of the Holder, one half of which will be required to be included in 
computing the Holders’ income for the taxation year of the Exchange. 


The cost to the Holder of the Common Shares received by him on the Exchange will be equal to the 
amount, if any, by which the Elected Amount exceeds the liabilities assumed by the Company on the 
Exchange. 


Non-Depreciable Capital Properties 


Interests which are non-depreciable capital properties will consist mainly of land (other than land that 
is a Canadian Resource Property Interest). 

Unless an election is made under section 85 of the Tax Act, the Holder will be deemed to have had a 
taxable disposition of his Interest giving rise to proceeds of disposition equal to the fair market value, at the 
time of the Exchange, of the Common Shares and any non-share consideration received by him on the 
Exchange. 


Where the Holder and the Company jointly make an election under section 85 of the Tax Act at an Elected 
Amount equal to the cost for tax purposes to the Holder of the Interest immediately before the Exchange, 
the Holder will be deemed to have disposed of his Interest for proceeds of disposition equal to the Elected 
Amount and will not be required to recognize any gain at the time of the Exchange. The Tax Act requires 
that the Elected Amount not be less than the lesser of (a) the adjusted cost base to the Holder of the 
Interest and (b) the fair market value of the Interest at the time of the Exchange. 


The Elected Amount cannot be less than the amount, if any, of the liabilities being assumed by the 
Company on the Exchange. Therefore, where the amount of the liabilities so assumed exceeds the adjusted 
cost base of the Interest the excess will be deemed to be a capital gain realized by the Holder on the Exchange. 

The cost to the Holder of the Common Shares received by him on the Exchange will be equal to the 


amount, if any, by which the Elected Amount exceeds the liabilities assumed by the Company on the 
Exchange. 


Other Associated Assets 


Holders of Interests in other Associated Assets (such as goodwill) should consult their own tax advisors 
as to the tax consequences of the Exchange. 


Equity Securities of Canadian Private Corporations 


This section discusses the tax treatment of the Exchange of equity securities of a Canadian private 
corporation (‘‘a Canadian Share Interest’’). The tax treatment of the Exchange will differ depending upon 
whether the Canadian Share Interest is capital property or inventory of the Holder and whether the 
Company acquires more or less than 10% of the shares of any particular Canadian private corporation. How- 
ever, in each case, the Holder will be able to defer the recognition of any gain at the time of the Exchange. 
Where the Canadian Share Interest being offered by a particular Holder constitutes less than 10% of the 
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shares in any particular Canadian private corporation and is a capital property of the Holder, the Company 
will notify the Holder in the Notice of Offer whether the Company is seeking to acquire more or less than 
10% of the shares of such corporation. 


Where the Canadian Share Interest is a capital property to the Holder 


If the Company acquires 10% or more of the shares of the private corporation. The Exchange will be a 
tax-free exchange under the Tax Act, unless the Holder treats the Exchange as a taxable disposition in his 
return of income for the year of the Exchange. Unless the Holder so elects, the cost to the Holder of the 
Common Shares received on the Exchange will be equal to the adjusted cost base to the Holder of his 
Canadian Share Interest immediately prior to the Exchange. The cost to the Company of the Canadian 
Share Interest acquired by the Company on the Exchange will be equal to the fair market value of such 
Interest immediately before the Exchange. 


If the Company acquires less than 10% of the shares of the private corporation. The Company may require 
that the Holder and the Company jointly make an election under section 85. Where such an election is made 
at an Elected Amount equal to the adjusted cost base to the Holder of his Canadian Share Interest immediate- 
ly before the Exchange, the Holder will be deemed to have disposed of his Interest for proceeds of disposition 
equal to the Elected Amount and will not recognize any gain, or loss, at the time of the Exchange. The Tax 
Act requires that the Elected Amount not be less than the lesser of (a) the adjusted cost base to the Holder 
of the Canadian Share Interest and (b) the fair market value of the Canadian Share Interest at the time of the 
Exchange. The cost to the Holder of the Common Shares and to the Company of the Canadian Share Interest 
will be equal to the Elected Amount. 


Where the Canadian Share Interest is Inventory to the Holder 


This section applies to Canadian Share Interests that are deemed to be inventory to the Holder (..e., 
the so-called “flow-through” shares which were issued before November 13, 1981 and were deemed to be 
inventory under section 66.3 of the Tax Act). Unless an election is made under section 85 of the Tax Act, 
the Holder will be deemed to have had a taxable disposition of his Interest giving rise to proceeds of disposi- 
tion equal to the fair market value, at the time of the Exchange, of the Common Shares received by him on 
the Exchange. 


Where the Holder and the Company jointly make an election under section 85 of the Tax Act at an 
Elected Amount equal to the cost for tax purposes to the Holder of the Canadian Share Interest immedi- 
ately before the Exchange, the Holder will be deemed to have disposed of his Interest for proceeds of 
disposition equal to the Elected Amount and will not be required to recognize any gain at the time of the 
Exchange. The Tax Act requires that the Elected Amount not be less than the lesser of (a) the cost for tax 
purposes to the Holder of the Canadian Share Interest and (b) the fair market value of the Canadian Share 
Interest at the time of the Exchange. The cost to the Holder of the Common Shares and to the Company 
of the Canadian Share Interest will be equal to the Elected Amount. Upon a subsequent disposition of the 
Common Shares by the Holder, the Holder will realize a capital gain (capital loss) or an income gain 
(income loss) depending on his particular circumstances. In this regard Holders should consult their own 
advisors. 


Non-Canadian Interests 


Holders of Interests in non-Canadian Partnerships, Ventures or companies, or Interests which relate 
to non-Canadian properties, should consult their own tax advisors as to the tax consequences of the 
Exchange. 


DIVIDENDS 


Since the Company is newly organized and has no operating history, the Company has not paid any 
dividends. 
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CAPITALIZATION 
The following table sets forth the capitalization of the Company as of March 18, 1982 and the pro 
forma capitalization of the Company assuming that on March 18, 1982 the Company had acquired Interests 
having aggregate Exchange Values of $50,000,000, $250,000,000 and $500,000,000, respectively. 


To be Outstanding After Giving 
Effect to the Exchange Offer 


Outstanding 
as at $50,000,000 $250,000,000 $500,000,000 
March 18, 1982 Acceptance Acceptance Acceptance 
Long-term indebtedness(1): 
Bank debt co ctsccs mento ee ta cud = $ 2,625,000 $12,125,000 $24,000,000 
Common Shares 
(unlimited number authorized).......... 1 share 5,714,287 shs.(2) 28,571,430 shs.(2) 56,825,398 shs.(2) 
($1.00) ($ 3) > ($ )(3) ($ )(3) 
NOoTEs: 


(1) To record the Management Fee and the maximum Solicitation Fees. The payment of these fees will be financed with proceeds 
of the Company’s revolving line of credit (see Note 4 to Financial Statements). 
It has been assumed that expenses of the offer will not exceed $2,000,000. 

(2) The number of shares may be greater if Exchange Amounts are increased for certain Interests acquired by direct negotiation. 
See ‘‘Determination of Exchange Amounts— Additional Exchange Amount for Negotiated Transactions”’. 

(3) The ultimate amounts of share capital after consummation of the Exchange Offer cannot be determined at this time, for 
the reasons set forth under ‘‘Determination of Exchange Amounts”’. 

(4) At March 18, 1982 the Company has no retained earnings. 


BUSINESS OF THE COMPANY 


General 


The Company has been organized to engage in oil and gas acquisition, exploration, development and 
production and intends to utilize the cash flow from Interests acquired in the Exchange Offer, together with 
borrowed funds, to finance such activities. 


Key Management Personnel 


The key management personnel of the Company, and their respective backgrounds, will be the 
following: 

Gerald L. Roe (President and Chief Operating Officer). Mr. Roe has almost seventeen years of experience in 

the North American oil and gas industry, principally with Sundance Oil Company and Sundance 

Oil Canada Ltd.; he has held various positions with those companies, most recently that of President and 

a director of Sundance Oil Company. 


Dr. Richard N. Bowens (Executive Vice-President). Dr. Bowens has been involved in the oil and gas 
industry in Canada for six years. During this time, he has been primarily responsible for the manage- 
ment and administration of the DEB Group, which comprises DEB Petroleum (1980) Limited and a 
number of oil and gas partnerships which it manages. 


Donald B. Copeland (Vice-President, Land). Mr. Copeland has over fifteen years of experience in the 
oil and gas industry. He has been an employee of, or a consultant to, the DEB Group since 1977. 
Before that, Mr. Copeland held several positions with major oil and gas companies including that of a 
senior landman with Dome Petroleum Limited and Sundance Oil Canada Ltd. 


Rodney D. Mitton, C.A. (Controller). Mr. Mitton has worked as a chartered accountant for eight years. 
He has been Controller of the DEB Group for the past two years. 


Until the consummation of the Exchange Offer, DEB Petroleum (1980) Limited will, under a service 
agreement with effect from February 1, 1982 but dated March 18, 1982 with the Trust, supply the services 
of Mr. Roe, Dr. Bowens, Mr. Copeland, Mr. Mitton, a Vice-President of Exploration and a Vice-President 
of Production, as well as any other technical personnel required in connection with the Exchange Offer. 
After the consummation of the Exchange Offer, the President and the other senior management and key 
operating personnel will serve as the management of the Company. If the Exchange Offer is consummated, 
but the shares of DEB Petroleum (1980) Limited are not taken up pursuant thereto, the Company will be 
obligated to provide management services to DEB Petroleum (1980) Limited for six months following 
the Exchange Date. Such period may be extended by mutual agreement. 
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The Company believes that, following consummation of the Exchange Offer, it will be able to attract 
additional qualified geological, geophysical engineering, production and other personnel to complete its 
management team and provide the supporting staff necessary for the Company to expand its operations. 
The Company expects to be able to offer competitive compensation, and believes that cash flow from 
Interests acquired and borrowed funds will provide an exploration and development budget which will be 
attractive to such personnel. 


Initial Operations 


The Company anticipates that substantial quantities of producing reserves, non-producing reserves and 
undeveloped lands will be acquired in the Exchange Offer. 


The Company will have three basic growth objectives: (a) increased cash flow in the short term through 
investment in development projects; (b) expansion of the Company’s asset base at an accelerated rate 
through new exploration; and (c) diversification of revenue base through investment in other countries. 


An expanded technical staff will be assembled to analyze the Company’s holdings and recommend 
appropriate action to maximize the economic return on each asset. The Company anticipates that certain 
properties will require additional investment for development to maximize their cash flow. 


The Company will seek to expand its reserve base by generating prospects from its undeveloped lands 
and by acquiring additional lands on which prospects have been located. Where the Company is the 
originator of the prospect it may offer interests to others on industry terms, retaining a larger percentage 
interest than its proportionate commitment for drilling expenses in order to compensate the Company for 
the cost and expense to acquire, develop and evaluate the prospect. 


The Company intends to purchase interests to complement those acquired in the Exchange Offer, so 
as to hold larger consolidated positions in particularly desirable properties. This will permit more econom- 
ical operations on such properties, thereby enhancing the value of the Company’s positions. 


The Company believes that it is prudent to diversify its operations into other countries, so as to provide 
stability of its revenue base in the event of changes in the tax or regulatory regime in Canada. 


Funding of Operations 


In order for the Company to engage actively in oil and gas exploration and development, the Company 
will depend primarily upon cash distributions from oil and gas production attributable to Interests acquired 
in the Exchange Offer and borrowings. However, initial cash distributions with respect to acquired Interests 
will be required to be used to some degree to service indebtedness of the Company assumed pursuant to the 
Exchange Offer and incurred to pay expenses of the Exchange Offer. 


The Company has received a letter dated March 16, 1982 from a Canadian chartered bank (the “‘Bank’’) 
stating that the Bank intends to provide a line of credit pursuant to which the Company believes that it will 
be able to borrow sufficient funds after consummation of the Exchange Offer to service indebtedness assumed 
pursuant to the Exchange Offer, to pay the expenses of the Exchange Offer to the extent they exceed the 
Company’s available cash, to finance its initial oil and gas exploration, drilling and production activities and to 
provide working capital. The commitment is conditional upon consummation of the Exchange Offer and the 
amount of the commitment will depend upon the level of acceptance of the Exchange Offer. In addition, 
consummation of the loan will be subject to the execution of a definitive loan agreement with the Bank con- 
taining normal security provisions. 


INDUSTRY CONDITIONS 
Competition 


The Company will compete with numerous other companies and individuals in the acquisition of oil 
and gas properties and in the sale of oil and gas. Competition will be particularly intense with respect to 
the acquisition of desirable undeveloped oil and gas leases. The Company’s competitors will include major 
oil companies and other independent oil companies and individuals, many of which have financial resources, 
staffs and facilities substantially greater than the Company is likely to have. Exploration for and production 
of oil and gas are affected by competition for drilling rigs and the availability of tubular goods and certain 
other equipment. The Company does not have, nor has it contracted for, any of the foregoing items. 
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Markets 


The availability of a ready market for oil and gas produced in Canada depends upon numerous factors 
including the extent of domestic production and importation of oil and gas, the proximity of producing 
properties to pipelines and the capacity of such pipelines, the marketing of other competitive fuels, 
fluctuation in seasonal demand, and governmental regulation of production, refining, transportation, pricing 
and allocation of oil and gas and their substitute fuels. A well completed in an area distant from 
existing pipelines may remain shut-in for lack of a market until such time as a pipeline with available 
capacity is extended to the area. In addition, there is an oversupply of oil and gas in certain areas. 


Risks 


The Company’s operations will be subject to all the risks inherent in the exploration for and production 
of oil and gas, which could result in damage or injury. The Company will carry insurance against such risks 
to the extent usual in the industry. 


Regulatory Matters 
General 


The petroleum industry operates in Canada under federal, provincial and municipal legislation and 
regulations which govern land tenure, royalties, production rates, pricing, environmental protection, 
exports and other matters. Federal legislation regulates the price of oil and natural gas in interprovincial 
and export trade and the quantities of such products exportable from Canada. Some provinces regulate the 
prices of oil and natural gas produced and consumed in the province and the maximum allowable rates of 
production from wells within the province. Outlined below are some of the more significant aspects of 
government legislation and regulation. All current legislation is a matter of public record and the Company 
is not able to predict what additional legislation or amendments may be proposed or enacted affecting the 
oil and gas industry or when any such proposals, if enacted, might become law. 


The National Energy Program 


On October 28, 1980 the Canadian Government announced the NEP and related budgetary proposals; 
further budgetary proposals relating to the NEP were included in the Federal Budget of November 12, 1981. 
Statutes and statutory amendments have been enacted to give legislative effect to some aspects of the 
NEP, and on February 26, 1982 the Government introduced an omnibus Energy Security Act (Bill C-94), 
which is designed to give legislative effect to the remaining aspects of the NEP. However, that Act is not yet 
law and there is no assurance that it will ever become law in the form in which Bill C-94 has been introduced. 
The NEP and related budgetary proposals, if implemented, would have a major impact on the Canadian 
oil and gas industry in terms of revenue generation for future exploration and development. 


Pricing Agreements 


Agreements (the ‘‘Pricing Agreements’) with respect to the pricing and taxation of oil and natural gas 
have been entered into between the Canadian Government and the Governments of Alberta, British 
Columbia and Saskatchewan. The Alberta Pricing Agreement was entered into on September 1, 1981, 
the British Columbia Pricing Agreement was entered into on September 24, 1981 and the Saskatchewan 
Pricing Agreement was entered into on October 26, 1981. These Pricing Agreements will expire on 
December 31, 1986. The Manitoba Government has recently announced that it has reached agreement 
in principle with the Canadian Government on a pricing agreement similar in principle to the Pricing 
Agreements; no detailed pricing agreement has, however, been executed. On March 2, 1982, the Canadian 
Government entered into an agreement with the Government of Nova Scotia, for a term of 42 years, 
providing for the allocation of the tax and royalty revenues from the natural gas reserves, and any 
oil that may be discovered, offshore that province. The Canadian Government has no formal agreements 
on the pricing of crude oil and natural gas with the governments of other producing provinces, but dis- 
cussions between the Canadian Government and some of the other producing provinces have commenced. 


The following descriptions of prices, taxes, royalties and incentives assume that the NEP is 
implemented as now proposed and that the Pricing Agreements remain in force in their present form. 
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Prices 
Oil Prices 


The Pricing Agreements create two sets of prices for oil from Alberta and Saskatchewan: one price for 
conventional old oil produced from existing fields (‘‘old oil’’); and another for conventional new oil (‘‘new 
oil’). Although there are some differences between the Alberta and Saskatchewan Pricing Agreements, 
generally ‘‘new oil’ includes oil from pools initially discovered after December 31, 1980 and “‘incremental 
oil” recovered from pools subject to enhanced recovery schemes (other than waterflood schemes) com- 
mencing operation after December 31, 1980. In addition, the Alberta Pricing Agreement includes in the 
definition of new oil, crude bitumen obtained from experimental and non-integrated oil sands projects com- 
mencing operation after December 31, 1980. 


The wellhead price of old oil from Alberta was increased on January 1, 1982 to $23.50 per barrel; it will 
increase by $2.25 per barrel on July 1, 1982, and by $4.00 per barrel every six months thereafter until 
July 1, 1986, when it will be $57.75 per barrel. However, the overall average field price of conventional “‘old”’ 
oil plus transportation costs to Montreal, adjusted for quality, will not be allowed to exceed 75% of the 
actual international price of oil, which is defined as the average cost of imported crude oil laid down at 
Montreal (which was, as at January 1, 1982, $45.63 per barrel). The price of old oil from Saskatchewan will 
be the laid-down price in Montreal of equivalent Alberta crude, less transportation costs. 


Effective January 1, 1982, a New Oil Reference Price (“‘NORP’’) will be applied to conventional ‘‘new’’ 
oil from Alberta, Saskatchewan and British Columbia, and to synthetic oil and oil from Canada Lands. The 
NORP (estimated wellhead) was set at $45.92 on January 1, 1982 and is to be increased at six month 
intervals to at least $77.48 by July 1, 1986. Starting January 1, 1985 the NORP applicable in each half- 
year will be the greater of a stated base price for that half-year and a phased-in moving average of actual 
international prices. In no event, however, will the NORP exceed actual international prices adjusted for 
quality. 


Natural Gas Prices 


The Alberta Pricing Agreement provides that natural gas produced in Alberta for domestic markets east 
of Alberta is priced at the Alberta border. The Alberta border price was increased on February 1, 1982 to 
$2.07 per standard thousand cubic feet (‘‘Mcf’’), and will increase every six months thereafter by $0.25 per 
Mcf. The wellhead price to the producer is the Alberta border price, less the regulated Alberta ‘‘cost of 
service’ and any field gathering and processing costs. Alberta producers may also sell natural gas for 
consumption in the province at a lower price. 


Currently, the price of natural gas in British Columbia is determined on a different basis from that in 
Alberta. Although royalties are authorized by regulation, there is an exemption from royalties for natural 
gas produced and sold to the government-controlled British Columbia Petroleum Corporation (‘““BCPC’’), 
which purchases virtually all natural gas produced in the province. As of February 1, 1982 the average well- 
head price paid by the BCPC was $1.90 per Mcf for ‘‘new gas’’ (obtained from a pool which did not flow 
before November 14, 1973) and $1.59 per Mcf for ‘‘old gas’’. 


The price for natural gas exported from Canada is determined by the Canadian Government and is now 
U.S. $4.94 per Mcf. In Alberta, the additional revenues generated from the difference between the inter- 
national border price of Alberta natural gas and the total of the Alberta border price and the cost of trans- 
portation between the Alberta border and the international border are distributed monthly by the Alberta 
Government to all natural gas producers in proportion to their individual shares of Alberta production. 


Taxes 
Petroleum and Gas Revenue Tax 


Since January 1, 1981, the Canadian Government has levied a Petroleum and Gas Revenue Tax 
(‘“‘PGRT’”’) at the rate of 8% on net production revenue from a working interest in Canadian oil or natural gas 
property, on net revenue from processing petroleum to a crude oil stage, and on royalties which are com- 
puted by reference to the amount or value of oil or natural gas production. The Canadian Government has 
introduced legislation (Bill C-93) to increase the rate of PGRT, effective January 1, 1982, to 16%. In com- 
puting revenues which are subject to the tax no deduction is permitted for depletion, depreciation, explo- 
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ration or development expenses, interest or other financial expenses, inventory and resource allowances, 
research expenses, and any government royalties, taxes, lease rentals or bonus payments with respect to the 
production of oil or natural gas. The tax is not deductible for income tax purposes. However, under Bill 
C-93 all oil and gas production revenues subject to PGRT will be reduced by a new resource allowance of 
25% of production revenues to be distributed to producers whose tax liability is affected by the non-deduct- 
ibility of Crown royalties and provincial mineral taxes. 


Incremental O1l Revenue Tax 


The Canadian Government has introduced legislation to levy an Incremental Oil Revenue Tax 
(“‘IORT’’), effective January 1, 1982, at a rate of 50% of ‘‘incremental revenue’’, which is the difference 
between the actual ‘“‘old oil’? revenue received by a person with an interest in production and the revenue 
which would have been received under the NEP price schedule as originally announced (the ‘base price’’). 
Related Crown royalties will be deducted prior to the imposition of IORT. Incremental revenue will be 
excluded from income for the purposes of income taxation but will be subject to PGRT. On January 14, 
1982, the Canadian Government announced that in respect of low productivity oil wells, the base price 
would be increased, effective January 1, 1982, so as to reduce the amount of incremental revenue subject 
tolOR®: 


Natural Gas and Gas Liquids Tax 


The Canadian government levies a Natural Gas and Gas Liquids Tax (‘‘NGGLT’’) on domestically 
consumed natural gas and gas liquids (ethane, propane and butane). The NGGLT is generally collected 
from natural gas distributors. The level of the NGGLT on domestic sales is set so as to establish a whole- 
sale price of natural gas at the Toronto City Gate approximately equal, on an energy equivalent basis, to 
65% of the average price of crude oil at the Toronto Refinery Gate. 


The Alberta Pricing Agreement and the British Columbia Pricing Agreement provide that the NGGLT 
will not be levied on natural gas, and will be refunded on ethane, exported from those provinces. Exports of 
propane and butane from Alberta and British Columbia will be subject to NGGLT at a rate equal to that set 
on those products in the domestic market. 


Export Tax 


The Canadian Government levies a federal export tax, generally equal to the additional revenues gener- 
ated from the difference between the export price and the domestic price of oil. 


Royalties 


Royalties are imposed by the Canadian Government and the producing provinces in respect of the 
production of oil and the sale of natural gas and natural gas liquids from government lands. 


Provincial Government royalties vary depending on well production volumes, selling prices, recovery 
methods and the timing of initial production. To encourage exploration, new oil and natural gas reserves 
when placed in production are generally subject to a lower royalty rate than older reserves. In addition, 
the Alberta and Saskatchewan Governments have individual incentive programs which offer financial 
assistance in the form of grants for exploration in Alberta and exploration and development in 
Saskatchewan, respectively. 


The NEP provides that, in addition to a basic federal royalty of 10%, a progressive incremental royalty 
will be imposed on production from Canada Lands of 40% of the net annual profit derived from the 


production from property. In general terms, the calculation of net annual profit permits certain deductions, 
including the basic federal royalty, a 25% investment allowance on eligible investments and other amounts. 


Incentives 
Federal 


One of the stated purposes of the NEP is to increase the Canadian ownership of the oil and gas industry. 
To this end, under the Petroleum Incentive Program (‘‘PIP’’) substantial incentives are to be paid to qualified 
Canadian controlled enterprises carrying out oil and gas exploration in Canada. The Alberta Government 
will administer the PIP within Alberta. 
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All enterprises, whether Canadian controlled or not, are eligible to receive the lowest level of grants for 
exploration on Canada Lands; all other grants are available only to Canadian controlled enterprises. The 
principal factor influencing the level of incentive payments for oil and gas exploration and development 
(“PIP Payments’) made to a Canadian controlled enterprise is its Canadian ownership rate, which will 
determine into which of four categories it falls, as shown in the following table: 


Canadian Ownership Rate Category 


Year Starting 

_January 1 eS ee See EE ee E 
MOS 2 Mire gh iret Seow chest e sichegn MERON, less than 50% 50%+ 61%+ 67%+ 
HOSS Stott. eee. MS. Leen, less than 50% 50%+ 62%+ 69%+ 
OSs ee ee less than 50% 50%+ 638%+ 71%+ 
NOS OP eee yan dace less than 50% 50%+ 64% + toy 
HOSOI ANG CALTCES nes sae as eas less than 50% 50%+ 65%+ (0994 


The NEP proposes two scales of incentive grants, one for exploration and development on provincial 
lands and one for similar activities on ‘‘Canada Lands” (which include the Yukon Territory, the Northwest 
Territories, Hudson Bay, East Coast offshore and West Coast offshore). The following table illustrates the 
grants which will be available to enterprises in each category, as percentages of ‘‘approved expenditures’”’ 
(which do not include costs or expenses for which a credit, assistance or benefit will otherwise be received 
from any public authority): 


Canadian Ownership Provincial Lands Canada Lands 

Rate Category: ake naa Lom Ka wi rE on 4A 

Exploration 
MEPS oer eae ins eee eee SRR ea coke fete os nil 10 25 35 25 45 65 80 
OS ON Se OE a ni ean nil 10 25 35 p23) 45 65 80 
OSA de teoet pie ee ween: Pete al terrae an esaats: nil 15 25 30 25 50 65 80 
NER a ER De, eel re ea nil 15 25 35 25 50 65 80 
POS GEATIG ARCCT yea Ok eR Ra oan as nil 15 25 30 25 50 65 80 

Development 
LOD ete ote ee LC ee sien cree nil 10 15 20 nil 10 15 20 
Sid eer eet eae IE eS RENE Wit oie Sal, AG ad nil 10 15 20 nil 10 15 20 
1 SO dete RAL art aa i ae eM FEAR nil 10 15 20 nil 10 15 20 
DS Oe Nee ete: ky Lena er act epee tae nil 10 15 20 nil 10 15 20 
PU GG ATIC AL LOL? Mem eane a Regia: 8 eaten ooh s8 ie nil 10 15 20 nil 10 15 20 


The status of the Company as a Canadian controlled corporation and the qualification of the Company 
for at least the category 2 level of incentive grants under the NEP will be important considerations in 
determining the selection of Interests. 


Alberta 


Alberta has enacted Exploratory Drilling Incentive Regulations, which provide for credits applicable 
to certain wells commenced prior to April 1, 1983. Before January 1, 1991, a credit holder may apply incen- 
tive credits to satisfy any rentals, mineral taxes and royalties payable to the province or may apply such credits 
toward the acquisition cost of any oil or gas licences or leases purchased at Crown sales. When an exploratory 
well on Crown lands, except most wells of less than 600 metres in depth, results in an oil or natural gas dis- 
covery, no royalty is payable from the commencement date of production for a period of 60 months in the case 
of oil and for a period of 12 months in the case of natural gas. 


Alberta has also enacted Geophysical Incentive Program Regulations, under which a geophysical pro- 
gram utilizing the seismic reflection method may be certified as a geophysical incentive program, which will 
earn credits on completion. To qualify, the application for certification must be made before April 1, 1983. 
Credits earned, like the Exploratory Drilling Incentive Credits, may be applied to satisfy rentals, mineral 
taxes and royalties payable before January 1, 1991. 
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Alberta also grants a royalty tax credit (the ‘‘Small Explorers Credit’) equal to 25% of royalties paid 
to the province by a taxpayer to a maximum credit of $1 million per year. The Alberta Government has 
announced that the Small Explorers Credit will be increased to 50% of such royalties, to a maximum of $2 
million per year, effective September 1, 1981, but legislation to that effect has not yet been enacted. The 
Small Explorers Credit is initially applied against provincial and federal income tax and certain other amounts 
otherwise payable to a provincial or federal government with any excess being paid as a cash refund. 


Regulation of Production 


The Canadian government, through its agency, the National Energy Board (‘‘NEB”’), regulates the 
volumes of oil and natural gas exported from Canada. The NEB recommends policies from time to time relat- 
ing to the restriction of exports of crude oil, refined petroleum products and natural gas. Alberta also regulates 
the removal of natural gas from the province. 


The producing provinces generally regulate the production of oil and natural gas by statutory provisions 
which, among other things, require drilling permits, set well density, prevent waste of oil and natural gas 
resources and control the rate of production. Some provinces, including Alberta, regulate the amount of 
oil produced by assigning to each well or proration unit an allowable rate of production. 


Under the Alberta Pricing Agreement, the Alberta Government has agreed to remove production 
cutbacks previously implemented and to restore crude oil production to capacity levels. During the term 
of the Agreement, oil and natural gas production in Alberta will be at levels consistent with sound engineer- 
ing practices. 


Land Tenure 


The Company expects to acquire oil and natural gas exploration and production rights from the Cana- 
dian Government, from various provincial governments and from freehold mineral owners. Most of the 
Company’s Canadian oil and natural gas rights will be federal or provincial government lands. 


The Canada Oil and Gas Act (Bill C-48) was proclaimed on March 5, 1982; regulations made under it 
will supersede the Canada Oil and Gas Regulations. This Act deals with such matters as land tenure, the 
Crown’s share of production and revenues, production licences and Crown royalties, and also provides for 
exploration agreements to be entered into with the Minister of Energy, Mines and Resources respecting 
exploration, development, work programs and other matters except production. Exploration agreements 
entered into pursuant to the Canada Oil and Gas Land Regulations must be renegotiated. There is no 
assurance that all lands now covered by such agreements will be included in the renegotiated agreements. 


Land tenure is also regulated by certain provinces pursuant to legislation that generally provides for the 
issuance of licences, permits and leases. 


MANAGEMENT 


The names, municipalities of residence, offices held with the Company and principal occupations of 
the directors and officers of the Company are as follows: 


Name and Municipality of Residence Office held with the Company Principal Occupation 

GERAUDTILE ROEM Yair oe ere ee ee | Director and President..... President of the Company 
Calgary, Alberta 

DONALD Bo GCOPEIAND se. cu. 5... Cus el ITEC EOrEa 0 Clee ne ees en eee President of Clear Springs Resource 
Calgary, Alberta Vice-President, Land Management Ltd. 

(oil and gas consultants) 

RICHARD N. BOWENS................Executive Vice-President...Executive Vice-President ot the 
Calgary, Alberta Company 

RopNEY | DE MIrton pCsAmmtsin a 28 Controller.................Controller of the Company 


Calgary, Alberta 
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Name and Municipality of Residence Office held with the Company Principal Occupation 


BREN IISOWSKI? 8.0) 2528S 8: Secretaryeen. TINE ot Partner of Borden & Elliot, 
Toronto, Ontario Barristers and Solicitors 

DAVIDSBADERMGS, 50) 2 ae Asg@ eon, Director..................Chairman of DEB Petroleum (1980) 
Muenster, West Germany Limited (oil and gas) 

INGiiee eC HEAND Ot.7. eee 9.8 DITeCtore, .. Wiis. Loaner # Vice-President, Engineering, of 
Calgary, Alberta Sproule Associates Limited 


(geological and engineering consultants) 


IDANEEE Wi RISHERE | ah. SPL. PIKECtOn! SA .. Boas. Tae Chairman and Chief Executive Officer 
Toronto, Ontario of Fisher Oil & Gas Corporation 
(oil and gas) 
WHEETAM A HOWARD, O:Gy...-<. peer WIKeCt Oke dite, Gale ee Gee oes Partner of Howard, Mackie, 
Calgary, Alberta Barristers and Solicitors 
PeOurd STEINBORMER?. 1.02.20. 2 DITECLOL.. - 0s. ss sc ee Partner of Klees and Steinboemer 
Celle, West Germany (chartered accountants) 
Ne MeL Aa Sh HOMSON <0, 2st ae ot ITOCOR ir ioe hs ee See President of William E. Thomson 
Toronto, Ontario Associates Inc. (financial consultants) 
HACK: DAN HDB LY. I. ha ee Directors. te. eh wc tL Chairman and Chief Executive Officer 
Oakville, Ontario of Calvert-Dale Estates Limited 
(investment holding company) 
NICH AER POZURAOUY. Liat 8 ea? Directors, +. ees ee, ManagersB usinessalcoans tor 
Toronto, Ontario North American Life Assurance 


Company (life insurance) 


Particulars of the principal occupations of each director and officer during the past five years are as 
follows: 


Mr. Roe has been President and Chief Operating Officer of DEB Petroleum (1980) Limited since Decem- 
ber 1981. Prior to that, he was President and a director of Sundance Oil Canada Ltd. from October 
1977, and was also President and a director of Sundance Oil Company from January 1981. Before October 
1977, Mr. Roe was Manager of Canadian Operations for Sundance Oil Company. 


Mr. Copeland has been President of Clear Springs Resource Management Ltd. since July 1980. Prior 
thereto, he was an officer and a director of various companies within the DEB Group from May 1977. Prior 
thereto, he was a Senior Landman with Dome Petroleum Limited. 


Dr. Bowens has been associated as a director and officer of the DEB Group for more than the past five 
years. 


Mr. Mitton has been Controller of the DEB Group since October, 1980; prior thereto he was Controller 
of Style Realty Ltd. from March, 1979; prior thereto he was Accounting Supervisor with Hudson’s Bay 
Oil and Gas Ltd; prior thereto he was an accountant with B.F. and M. Management Ltd. 


Mr. Lisowski has practised law as a partner of Borden & Elliot for more than the past five years. 


Mr. Bauer has been Chief Executive Officer of Kanada-Petrol Erdol GmbH for more than the past five 
years. 


Mr. Cleland has been a Vice-President of Sproule Associates Limited for more than the past five years. 


Prior to the formation of Fisher Oil & Gas Corporation in May 1980, Mr. Fisher was President and a 
director of ABC Energy Ltd. from November 1979. Until March 1980, he was President and a director of 
Tri-Lake Lincoln Mercury Sales Ltd. 
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Mr. Howard has practised law as a partner of Howard, Mackie for more than the past five years. 


Mr. Steinboemer has been Managing Partner of Klees and Steinboemer for more than the past five 
years. 


Prior to forming his present company in September 1981, Mr. Thomson was Vice-President, Develop- 
ment, of Upper Lakes Shipping Ltd. 


From 1980 to 1981, Mr. Whitely was President and Chief Executive Officer of Crown Trust Company; 
from 1979 to 1980 he was President of J. B. Whitely Limited; and prior to 1979 he was President and Chief 
Executive Officer of Commerce Capital Corporation Ltd. 


From November, 1976 to August 1979, Mr. Zuk was Corporate Finance Executive with BT Capital 
Services Ltd., a subsidiary of Bankers Trust Company, New York. 


Remuneration of Directors and Officers 


The Company has not had any operations and, accordingly, has not paid or accrued any remuneration 
to or for the account of any director or officer. 


SECURITY OWNERSHIP 


The following table lists all persons who are known by the Company to own beneficially, directly or 
indirectly, any of the issued and outstanding Common Shares as of the date hereof: 


Number of 
Type of Shares Aggregate Percentage 
Name Ownership Owned Price of Class 
Fisher Oil & Gas Corporation Beneficial One $1.00 100% 


FOUNDING SHAREHOLDERS AND EXPENSES OF THE EXCHANGE OFFER 


The founding shareholders listed below (‘‘Founding Shareholders’’) have entered into an agreement, 
(the ‘‘Founders’ Participation Agreement’) dated March 18, 1982 pursuant to which the Founding Share- 
holders have established a trust (the ‘‘Trust’’) to which they have contributed $1,000,000, and will contribute 
by June 1, 1982 a further $1,000,000. The aggregate of $2,000,000 will be applied, whether or not 
the Exchange Offer is consummated, to payment of the expenses of or in connection with the Exchange 
Offer, including but not limited to: the fees and expenses of National Trust as Exchange Agent; 
registration and filing fees; printing, promotional and advertising expenses; legal, accounting and engineering 
fees and disbursements (including those of counsel for the Dealer Managers) ; the out-of-pocket expenses of 
the Dealer Managers and the Founding Shareholders; the fees and expenses of Sproule and Kloepfer; the fees 
payable to DEB Petroleum (1980) Limited under the service contract referred to under ‘‘Key Management 
Personnel”; and such other amounts, for such other purposes, as the Founding Shareholders consider reason- 
able and advisable to expend in furtherance of the consummation of the Exchange Offer. Such expenses are 
estimated to be approximately $1,500,000 if the aggregate of the Exchange Amounts of Interests taken up is 
$50,000,000 and will be higher if such aggregate is higher. 


The Founding Shareholders have also agreed to provide up to $1,000,000 in additional funding if 
required; any such additional contributions will be repaid by the Company on consummation of the 
Exchange Offer. 


The Founding Shareholders will hold: 12.6 Common Shares for every 87.5 Common Shares issued to 
the Holders for the first $400,000,000 in aggregate Exchange Amounts of Interests taken up; and 10 Common 
Shares for every 90 Common Shares issued to Holders for aggregate Exchange Amounts of Interests taken 
up in excess of $400,000,000. 
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The following table lists the Founding Shareholders and shows, for each, the percentage of the aggregate 
contribution made and to be made to the Trust (which is also the percentage each will receive of the Common 
Shares to be issued to the Founding Shareholders upon the consummation of the Exchange Offer): 


% Contribution 


Founding Shareholder to Trust 
Deltaartaersh ip Cerny ey Se Venera We, Le ener ie, Sim, Lemar em Lge, 24 50 
ict emlree Gas Ce OLDOLAtOU mer is tn os ee ee Pe Ss 2M 


Buckingham Resources Ltd.(2)......... oat 9 
INGrine unericani eile Assurance Womparniy. sw aco Sul els Sik a ee Fe 6 
“Un CATR EUPAIS CrRCTUT oP Baits aR AT ec 6 
Calvert alediotates Wimited yu eee) chat hs Ae eae eo rel ln aol sy ake 4 
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NOTEs: 


(1) The partners of Delta Partnership are DEB Petroleum (1980) Limited and certain of its officers and directors (either directly 
or through corporations controlled by such officers and directors). 


(2) The Company is informed by Buckingham Resources Ltd. (‘‘Buckingham”’) that Buckingham’s shareholders are certain 
shareholders and employees of Sproule, and that Buckingham will hold its Common Shares in trust for certain share- 
holders, officers, directors and employees of Sproule. 


INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 


Fisher Oil & Gas Corporation, P.O. Box 262, Suite 6960, 1 First Canadian Place, Toronto, Ontario 
M5X 1C9, is a promoter of the Company, and will own no more than 2.625% of the outstanding Common 
Shares, of the Company upon consummation of the Exchange Offer. Mr. Fisher, who is a director of the Com- 
pany, is the major shareholder of Fisher Oil & Gas Corporation. 

Delta Partnership, 1615 9th Street N.W., Calgary, Alberta T2M 3L5, is a promoter of the Company, 
and will own no more than 6.25% of the outstanding Common Shares of the Company upon consummation 
of the Exchange Offer. DEB Petroleum (1980) Limited holds a 50% interest in Delta Partnership; the other 
partners (directly or through corporations) include Messrs. Roe, Copeland, Bowens and Bauer, who are 
officers or directors (or both) of the Company. They and Mr. Mitton, who is also an officer of the Company, 
are (directly or through corporations) shareholders, or have options to acquire shares, of DEB Petroleum 
(1980) Limited, with which the Trust has entered into the service agreement referred to under ‘Key 
Management Personnel’’. 


MATERIAL CONTRACTS 


The Company or the Trust have entered into the following contracts which could reasonably be regarded 
as presently material to Holders: 


(a) the Dealer Managers Agreement referred to under ‘‘Solicitation”’; 
(b) the letter from the Bank referred to under ‘‘Funding of Operations’’; 


(c) the agreements with Sproule and Kloepfer referred to under ‘‘Determination of Exchange 
Amounts’’; and 

(d) the service agreement with DEB Petroleum (1980) Limited referred to under ‘“Key Management 
Personnel’’. 


The Founders’ Participation Agreement referred to under ‘Founding Shareholders and Expenses of 
the Exchange Offer’’ could also reasonably be regarded as presently material to a Holder. 


Copies of the above-named contracts may be examined during normal business hours at the registered 
office of the Company, 660-639 5th Avenue S.W., Calgary, Alberta T2P 0M9 from the date of filing of the 
Preliminary Prospectus to the Exchange Date and for a period of 30 days thereafter. 
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PROMOTERS 


Fisher Oil & Gas Corporation, Delta Partnership, Buckingham Resources Ltd. and William E. Thomson 
Associates Inc. are promoters of the Company in that they have taken the initiative in founding and 
organizing the Company. 


LEGAL MATTERS 


All legal matters in connection with the Exchange Offer have been approved on behalf of the Company 
by Borden & Elliot, Toronto who, as to matters of Alberta law and as to certain matters of oil and gas law, 
will rely upon Howard, Mackie, Calgary and on behalf of the Dealer Managers by Osler, Hoskin & Harcourt, 
Toronto. 


PETROLEUM CONSULTANTS 


Sproule Associates Limited and Kloepfer Coles Nikiforuk Pennell Associates Ltd. have agreed to serve 
as petroleum consultants in connection with the Exchange Offer. 


AUDITORS 


The auditors of the Company are Coopers & Lybrand, Chartered Accountants, Suite 2400, Bow Valley 
Square 3, 255 - 5th Avenue S.W., Calgary, Alberta T2P 3G6. 


REGISTRAR AND TRANSFER AGENT 


The registrar and transfer agent for the Common Shares of the Company is National Trust Company, 
Limited, at its principal offices in Vancouver, Calgary, Winnipeg, Toronto and Montreal and at the principal 
offices of its agent, Canada Permanent Trust Company, in Regina and Halifax. 
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FINANCIAL STATEMENTS AND RELATED DATA 


Financial statements and related data are not furnished herein for any Interests since the identity of 
Holders and the Interests submitted by them will not be known until the Expiration Date. After the 


Expiration Date each Holder who has submitted an Acceptance will be furnished with a Prospectus 
Supplement which will contain information concerning the Company and the Interests for which Accep- 
tances have been received, including a pro forma balance sheet and related financial information reflecting 
the effect of consummation of the Exchange Offer. 


REPORT OF AUDITORS 


To The Directors, 
TRILOGY RESOURCE CORPORATION 


We have examined the balance sheet of Trilogy Resource Corporation as at March 18, 1982. Our exami- 
nation was made in accordance with generally accepted auditing standards and accordingly included such 
tests and other procedures as we considered necessary in the circumstances. 


In our opinion the balance sheet presents fairly the financial position of the Company as at March 18, 
1982 in accordance with generally accepted accounting principles. 


Calgary, Alberta 
, 1982 Chartered Accountants 


TRILOGY RESOURCE CORPORATION 


Balance Sheet 
As at March 18, 1982 


ASSETS 


Share,capital (Notei?)4 Ass memis nas ote ad gen ed Bh Bite. bela ond De aittiows edt: -mbactongde-y $1 


On Behalf of the Board: 
(Signed) GERALD ROE, Director 


(Signed) D. W. FISHER, Director 


The accompanying notes are an integral part of this balance sheet. 
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TRILOGY RESOURCE CORPORATION 


Notes to Balance Sheet 


Organization 


Trilogy Resource Corporation (the ‘‘Company’’) was incorporated in November 1981 to engage in oil and gas acquisition, 
exploration, development and production. The Company is making an offer (the ‘“‘Exchange Offer’’) to exchange its common 
shares for interests in oil and gas partnerships and other interests in oil and gas properties with present and anticipated future 
cash flow. Upon consummation of the Exchange Offer, the Company intends to utilize cash flow from interests acquired in the 
Exchange Offer, together with borrowed funds, to finance its oil and gas acquisition, exploration, development and production 
activities. The Company has no operating history and currently has no interests in properties. 


Share Capital 


The Company is authorized to issue an unlimited number of common shares without par value. As at March 18, 1982, one 
common share had been issued in consideration for $1. 


Transactions Contemplated with Related Parties 


Under the terms of the Exchange Offer the Company intends to issue common shares to the founding shareholders at the rate 
of 12.5 shares for every 87.5 shares of the first 40,000,000 shares issued to Holders in exchange for Interests, and 10 shares for 
every 90 shares issued to Holders in exchange for Interests after the first 40,000,000 shares. 


As consideration for these shares the founding shareholders have entered into an agreement dated March 18, 1982 pursuant 
to which the founding shareholders have established a trust (the ‘‘Trust’’) to which they have contributed $1,000,000 and to 
which they are to contribute a further $1,000,000 by June 1, 1982. This $2,000,000 will be used to pay expenses of the 
Exchange Offer and will be allocated as proceeds of issue for the common shares issued to the founding shareholders. 


To date the Trust has entered into certain agreements with companies related to the founding shareholders as set out below: 


(a) Key Management Personnel 


The Trust has signed a contract dated March 18, 1982 with DEB Petroleum (1980) Limited (‘DEB’) whereby DEB 
will supply management personnel until active operations of the Company have commenced. The terms of the agreement 
state that DEB will provide management, administrative and accounting assistance to the Trust and that DEB will 
receive a monthly service fee of $85,000 and reimbursement of direct out of pocket expenses. 


(b) Determination of Exchange Amounts in the Exchange Offer 


Sproule Associates Limited and Kloepfer, Coles, Nikiforuk, Pennell Associates Limited have agreed to assist in the 
determination of Exchange Amounts. They will be compensated at their usual hourly or per diem rates for the personnel 
employed plus out of pocket expenses. Sproule Associates Limited is related to the Company through Buckingham 
Resources Ltd., one of the founding shareholders, which has advised the Company that it will hold its common shares 
of the Company in trust for certain shareholders, officers, directors and employees of Sproule. 


Fisher Oil & Gas Corporation, one of the founding shareholders, has paid to date $110,465 in expenses of the Exchange Offer. 
These amounts, which relate primarily to legal, audit and printing costs, and include a management charge of $27,875, are 
recoverable from the Trust. 


A letter has been received by the Company from a Canadian chartered bank stating its intention to provide a line of credit 
to be made available, subject to certain conditions, after consummation of the Exchange Offer. A subsidiary of the bank is a 
founding shareholder. The availability of the line of credit will be subject to the execution of a definitive loan agreement 
containing normal security provisions. The loan will bear terms similar to those for loans to unrelated persons. 


Commitments and Contingencies 


The Company will, after consummation of the Exchange Offer, pay the dealer managers a management fee of $.175 for each of 
the first 5,000,000 common shares and $.125 for each additional common share, issued pursuant to the Exchange Offer (except 
for common shares issued for shares of DEB), and will also pay the soliciting dealers a solicitation fee of $.35 for each 
common share of the Company issued pursuant to the Exchange Offer (except for common shares issued for shares of DEB 
and for interests acquired without the participation of soliciting dealers). 


The Company intends to utilize the line of credit referred to in note 3 above to pay the expenses of the Exchange Offer to the 
extent they exceed the Company’s available cash, to finance its initial oil and gas exploration, drilling and production activi- 
ties, and to provide initial working capital. 
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HOLDER’S STATUTORY RIGHTS 


The “purchaser” whose statutory rights are summarized here is a Holder who has submitted and not 
withdrawn an Acceptance; a Common Share acquired by such a Holder on consummation of the Exchange 


Offer is a ‘“‘security’’; such an acquisition is a ‘‘purchase’’; and the Company is the ‘‘vendor’’ and ‘‘issuer’”’ 
referred to in these paragraphs. 


Sections 60 and 61 of the Securities Act (British Columbia) provide, in effect, that where a security is 
offered to the public in the course of primary distribution: 


(a) 


(b) 


a purchaser has a right to rescind a contract for the purchase of such security, while still the owner 
thereof, if a copy of the last prospectus, together with financial statements and reports and sum- 
maries of reports relating to the security as filed with the Superintendent of Brokers, was not 
delivered to him or his agent prior to delivery to either of them of the written confirmation of the 
sale of the security. Written notice of intention to commence an action for rescission must be served 
on the person who contracted to sell within 60 days of the date of delivery of the written confirma- 


tion, but no action shall be commenced after the expiration of three months from the date of service 
of such notice, and 


a purchaser has the right to rescind a contract for the purchase of such security, while still the 
owner thereof, if the prospectus or any amended prospectus offering such security contains an un- 
true statement of a material fact or omits to state a material fact necessary in order to make any 
statement contained therein not misleading in the light of the circumstances in which it was made, 
but no action to enforce this right can be commenced by a purchaser after the expiration of 90 days 
from the later of the date of such contract or the date on which such prospectus or amended 
prospectus is received or is deemed to be received by him or his agent. 


Sections 71 and 72 of the Securities Act (Saskatchewan) and sections 63 and 64 of The Securities Act 
(Manitoba) provide, in effect, that where a security is offered to the public in the course of distribution: 


(a) 


(b) 


a purchaser will not be bound by a contract for the purchase of such security if written or tele- 
graphic notice of his intention not to be bound is received by the vendor or his agent not later than 
midnight on the second business day after the prospectus or amended prospectus offering such 
security is received or is deemed to be received by him or his agent, and 


a purchaser has the right to rescind a contract for the purchase of such security, while still the 
owner thereof, if the prospectus or any amended prospectus offering such security as of the date of 
receipt contains an untrue statement of a material fact or omits to state a material fact necessary 
in order to make any statement contained therein not misleading in the light of the circumstances 
in which it was made, but no action to enforce this right can be commenced by a purchaser after 
the expiration of 90 days from the later of the date of such contract or the date on which such 
prospectus or amended prospectus is received or is deemed to be received by him or his agent. 


Sections 105, 106, 168 and 175 of The Securities Act, 1981 (Alberta) provide, in effect, that when a 
security is offered in the course of a distribution: 


(a) 


(b) 


(c) 


the Company shall send the purchaser the latest prospectus and any amendment to the prospectus 
either before or not later than midnight on the second day, exclusive of Saturdays and holidays, 
after entering into the agreement to purchase the security; 


a purchaser will not be bound by an agreement for the purchase of such security if written notice 
of his intention not to be bound is received by the Company not later than midnight on the 
second day exclusive of Saturdays and holidays, after the Jatest prospectus and any amendment 
to the prospectus offering such security is received by the purchaser, and 


if a prospectus together with any amendment to the prospectus contains a misrepresentation, a 
purchaser who purchases a security offered thereby during the period of distribution shall be 
deemed to have relied on such misrepresentation and, subject to the limitations set forth in such Act, 
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(1) has a right of action for damages against, 


(2) 


(i) the issuer or a selling security holder on whose behalf the distribution is made, 
(ii) each underwriter required to sign the certificate referred to in section 91 of such Act, 
(iii) every director of the issuer at the time the prospectus or amendment was filed, 


(iv) every person or company whose consent has been filed pursuant to a requirement of the 
regulations under such Act but only with respect to reports, opinions or statements made 
by them, and 


(v) every person or company, other than those referred to in (i) to (iv) above, who signed the 
prospectus or the amendment, 


but no action to enforce the right can be commenced by a purchaser more than the earlier of 
180 days from the day the purchaser first had knowledge of the facts giving rise to the cause 
of action or one year from the day of the transaction that gave rise to the cause of action, or 


where the purchaser purchased the security from a person or company referred to in (i) or (ii) 
above or from another underwriter of the securities, he may elect to exercise a right of rescission 
against such person, company or underwriter, in which case the purchsaer shall have no right 
of action for damages against that person, company or underwriter, but no action to enforce 
this right can be commenced by a purchaser more than 180 days from the day of the trans- 
action that gave rise to the cause of action. 


Sections 70, 126 and 135 of the Securities Act (Ontario) provide, in effect, that where a security is offered 
in the course of a distribution: 


(a) a purchaser will not be bound by a contract for the purchase of such security if written or telegraphic 
notice of his intention not to be bound is received by the Company not later than midnight on the 
second business day after the latest prospectus and any amendment to the prospectus offering such 
security is received or deemed to be received by the purchaser or his agent, and 


(b) 


if a prospectus together with any amendment to the prospectus contains a misrepresentation, a 
purchaser who purchases a security offered thereby during the period of distribution shall be 
deemed to have relied on such misrepresentation if it was a misrepresentation at the time of pur- 
chase and, subject to the limitations set forth in such Act, 


(1) 


(2) 


has a right of action for damages against, 

(i) the issuer or a selling security holder on whose behalf the distribution is made, 
(ii) each underwriter required to sign the certificate required by such Act, 
(iii) every director of the issuer at the time the prospectus or amendment was filed, 


(iv) every person or company whose consent has been filed pursuant to a requirement of the 
regulations under such Act but only with respect to reports, opinions or statements made 
by them, and 


(v) every other person or company who signed the prospectus or the amendment, 


but no action to enforce the right can be commenced by a purchaser more than the earlier of 
180 days after the purchaser first had knowledge of the facts giving rise to the cause of action, or 
three years after the date of transaction that gave rise to the cause of action, or 


where the purchaser purchased the security from a person or company referred to in (i) or (ii) 
above or from another underwriter of the securities, he may elect to exercise a right of res- 
cission against such person, company or underwriter, in which case he shall have no right of 
action for damages against such person, company or underwriter, but no action to enforce 
this right can be commenced by a purchaser more than 180 days after the date of the trans- 
action that gave rise to the cause of action. 


Reference is made to the aforesaid Acts for the complete texts of the provisions under which the fore- 
going rights are conferred and the foregoing summary is subject to the express provisions thereof. 


44 


CERTIFICATES 
Dated: March 18, 1982 


The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities 
offered by this Prospectus as required by Part VII of the Securities Act (British Columbia) and the 
regulations thereunder, by Part 8 of The Securities Act, 1981 (Alberta) and the regulations thereunder, by 
Part VIII of the Securities Act (Saskatchewan) and the regulations thereunder, by Part VII of The 
Securities Act (Manitoba) and the regulations thereunder, by Part XIV of the Securities Act (Ontario) and 
the regulations thereunder, by the Securities Act (Quebec) and the Regulation thereunder and by Section 13 
of the Securities Act (New Brunswick). 


(Signed) GERALD ROE (Signed) RicHarp N. BOWENS 
Chief Executive Officer Chief Financial Officer 
On behalf of the Board 
(Signed) MIcHAEL P. ZuK (Signed) JacK B. WHITELY 
Director Director 
Promoters 
FISHER OIL & GAS CORPORATION DELTA PARTNERSHIP 
by: CLEAR SPRINGS RESOURCE MANAGEMENT LTD. 
by: (Signed) D. W. FISHER by: (Signed) D. B. CoPpELAND 
BUCKINGHAM RESOURCES LTD. WILLIAM E. THOMSON ASSOCIATES INC. 
by: (Signed) N. A. CLELAND by: (Signed) W. E. THomson 


To the best of our knowledge, information and belief, the foregoing constitutes full, true and plain 
disclosure of all material facts relating to the securities offered by this Prospectus as required by Part VII 
of the Securities Act (British Columbia) and the regulations thereunder, by Part 8 of The Securities Act, 
1981 (Alberta) and the regulations thereunder, by Part VIII of the Securities Act (Saskatchewan) and the 
regulations thereunder, by Part VII of The Securities Act (Manitoba) and the regulations thereunder, by 
Part XIV of the Securities Act (Ontario) and the regulations thereunder, by the Securities Act (Quebec) 
and the Regulation thereunder and by Section 13 of the Securities Act (New Brunswick). 


MIDLAND DOHERTY LIMITED DOMINION SECURITIES AMES LIMITED 
by: (Signed) M. GAASENBEEK by: (Signed) IAN McLAcHLIN 


The following includes the name of every person having an interest either directly or indirectly to the 
extent of not less than 5% in the capital of: 


Midland Doherty Limited: D. B. Weldon, P. N. Holtby, J. H. Eliot, D. H. Page, J. R. Barton, I. A. Falconer, 
M. Gaasenbeek, W. J. O’Connor, Jr., G. F. Ryley and L. E. White. 


Dominion Securities Ames Limited: A. S. Fell, J. B. Pitblado, G. S. Dembroski, R. E. Bellamy, E. C. Lipsit, 
C. R. Younger, D. L. Erwood, B. W. Douglas, L. H. Goth, G. L. Ball, M. J. Biscotti and D. O. Hawkey. 
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INSTRUCTIONS FOR SUBMITTING A REQUEST 
FOR DETERMINATION OF EXCHANGE AMOUNTS 


A Holder should submit a Request notwithstanding that the Holder cannot furnish all or 
any of the information requested below. Submitting a Request will not obligate the Holder to 
accept the Exchange Offer for any Interests for which the Company may issue a Notice of Offer. 


1. Information. To enable the Company to determine Exchange Amounts for your Interests, you 
should enclose as much of the following information with respect to each Interest as is available to you. 


(a) acopy of the most recent available engineering estimate as to the oil and gas reserves attributable 
to the Interest, the present and anticipated future net cash revenues attributable to such reserves, 
and the present value of such anticipated future net cash revenues; 


(b) in the case of an Interest in any Partnership: 


(i) if the managing partner has agreed to establish a repurchase price and to offer to buy or to 
purchase the Interests of partners in such Partnership, a copy of the most recent statement 
or offer from such managing partner setting forth the repurchase price at which such Interests 
may be purchased and the calculation of such repurchase price; 


(ii) a copy of the latest audited or year-end financial statements and any subsequent financial 
statements of the Partnership; and 


(iii) a copy of the most recent capital cost allowance schedule, if any, furnished to the undersigned 
for income tax purposes with respect to the Partnership; 


(c) in the case of equity securities of companies or Interests in Ventures: 


(i) a copy of the latest audited or year-end financial statements and any subsequent financial 
statements; and 


(ii) a copy of the most recent capital cost allowance schedule, if any, furnished to the undersigned 
for income tax purposes with respect to the Venture; 
(d) in the case of any other Interest: 
(i) a complete legal description of the Interest, and of any liens or encumbrances thereon; and 


(ii) evidence of your ownership of the Interest. 


2. No Responsibility for Originals. The Company cannot assume any obligation for the return to 
Holders of any original documents submitted; you should therefore submit copies of any documents of which 
you may in future need the originals. 


3. Completion of Request. The Request should be signed and dated by the Holder of Interests to which 
the Request relates. Please answer the questions on transferability and Canadian ownership. 


4. Assistance: Fees to Soliciting Dealers. Persons making Requests should direct inquiries and 
requests for assistance to one of the Dealer Managers or any other Soliciting Dealer. Soliciting Dealers will 
be paid fees in connection with the Exchange Offer, as set forth in the Prospectus. 


The Dealer Managers are: Midland Doherty Limited and Dominion Securities Ames Limited. 
A list of their offices appears on the back cover of the Prospectus. 
5. Mailing. The Request and accompanying enclosures should be mailed to the Company at the 


address indicated on the first page of the Request. 
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APPENDIX I 


TRILOGY RESOURCE CORPORATION 


a A 660-639 5th Avenue S.W. 
“ource ¢ Calgary, Alberta 
T2P OM9 


Request for Determination of Exchange Amounts 


Head Office (of company) or 
Name and Address of Number of Units or 
Description of Interest* Manager or Operator Shares, or Percentage 
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(Attach additional pages if necessary) 


*Note: For equity securities of a company, please show jurisdiction of incorporation. 


If more than one Holder, specify form of ownership (i.e., joint tenants, tenants in common, community 
property): 
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(OVER) 


Does the transfer of any Interest covered by this Request require any statutory or regulatory approval or 
consent? ([} Yes [] No If the answer is ‘‘Yes’, please describe the nature of such requirement: 
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Would all Common Shares issued in exchange for Interests covered by this Request be held by 
(a) one or more individuals, all of whom, 
(b) acorporation of which all beneficial shareholders, 
(c) a partnership of which all partners, or 
(d) a trust governed by Canadian law, of which all trustees and beneficiaries, 


would, on the Exchange Date, be either Canadian citizens ordinarily resident in Canada or permanent 
residents of Canada? [] Yes [] No If the answer is ‘‘No’’, please attach a brief description of the persons 
or entities by whom the Common Shares would be held, including the citizenship and country of residence 
of the ultimate beneficial holders. 


The undersigned hereby appoints the Company as attorney-in-fact and authorizes the Company, at 
its expense, to request on behalf of the undersigned, and to take such actions as may be necessary to obtain, 
from managing partners, lease operators, companies, or owners of assets in respect of which this 
Request is submitted, as appropriate: (a) information regarding ownership interests, prices currently being 
received or contracted for production, allocation of revenues and costs between classes of partners, capital 
accounts of partners and other information necessary to enable Sproule or Kloepfer to prepare estimates and 
the Company to compute the Exchange Amounts; (b) particulars of any distributions made in respect of the 
Interests since the most recent audited or year-end financial statements; and (c) copies of any reserve reports 
made available or which may subsequently be made available. The undersigned understands, however, that 
the Company has no obligation to obtain any such information, to verify any information received from the 
undersigned or from any such partner, operator, company or owner, or to prepare a Notice of Offer for the 
undersigned or any other person for any reason whatsoever. 


Completion of this Request does not obligate the Holder to accept the Exchange Offer for 
any Interests owned by such Holder for which the Company may issue a Notice of Offer. 


PLEASE SIGN HERE: 


©, (0! 50) 18) ie! © @ 9: 6) © ©: 0 (6 (0: erie ence, © 6) (010: 16) Sele1Ne) (6 4. 10) e\ elle) Ye fe: 10 (e\«0' (6) Xe) je: 10! fe: se (@) (0 (0) 16: fe) fa) (@) ce) se) (@) ie) ve 6) Fe ve: 16) (eta 10 


Signature(s) Date 


SOLICITING DEALER: 
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(Name of Account Executive) (Telephone Number) 
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APPENDIX I 


4 |: TRILOGY RESOURCE CORPORATION 


660-639 5th Avenue S.W. 
Calgary, Alberta 
T2P OM9 


Request for Determination of Exchange Amounts 


Head Office (of company) or 
Name and Address of Number of Units or 
Description of Interest* Manager or Operator Shares, or Percentage 
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(Attach additional pages if necessary) 


*Note: For equity securities of a company, please show jurisdiction of incorporation. 


If more than one Holder, specify form of ownership (i.e., jou tenants, tenants in common, community 
property): 
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(OVER) 


Does the transfer of any Interest covered by this Request require any statutory or regulatory approval or 
consent? [] Yes [] No If the answer is ‘Yes’, please describe the nature of such requirement: 
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Would all Common Shares issued in exchange for Interests covered by this Request be held by 
(a) one or more individuals, all of whom, 
(b) acorporation of which all beneficial shareholders, 
(c) a partnership of which all partners, or 
(d) a trust governed by Canadian law, of which all trustees and beneficiaries, 


would, on the Exchange Date, be either Canadian citizens ordinarily resident in Canada or permanent 
residents of Canada? [] Yes [] No If the answer is ‘‘No’’, please attach a brief description of the persons 
or entities by whom the Common Shares would be held, including the citizenship and country of residence 
of the ultimate beneficial holders. 


The undersigned hereby appoints the Company as attorney-in-fact and authorizes the Company, at 
its expense, to request on behalf of the undersigned, and to take such actions as may be necessary to obtain, 
from managing partners, lease operators, companies, or owners of assets in respect of which this 
Request is submitted, as appropriate: (a) information regarding ownership interests, prices currently being 
received or contracted for production, allocation of revenues and costs between classes of partners, capital 
accounts of partners and other information necessary to enable Sproule or Kloepfer to prepare estimates and 
the Company to compute the Exchange Amounts; (b) particulars of any distributions made in respect of the 
Interests since the most recent audited or year-end financial statements; and (c) copies of any reserve reports 
made available or which may subsequently be made available. The undersigned understands, however, that 
the Company has no obligation to obtain any such information, to verify any information received from the 
undersigned or from any such partner, operator, company or owner, or to prepare a Notice of Offer for the 
undersigned or any other person for any reason whatsoever. 


Completion of this Request does not obligate the Holder to accept the Exchange Offer for 
any Interests owned by such Holder for which the Company may issue a Notice of Offer. 


PLEASE SIGN HERE: 
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Signature(s) Date 


SOLICITING DEALER: 


un Dominian Seeutties: ines | ee 
(Name) (Address) 
ya) es Wey ie 
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(Name of Account Executive) (Telephone Number) 


THE COMPANY 
(to which Requests should be sent) 


TRILOGY RESOURCE CORPORATION 


660-639 5th Avenue S.W. 
Calgary, Alberta (403) 261-8750 
T2P OM9 


THE EXCHANGE AGENT 
(to which Acceptances should be sent) 


NATIONAL TRUST COMPANY, LIMITED 


150 Toronto-Dominion Square 
320-8th Avenue S.W. 
Calgary, Alberta 


T2P3B2 
510 Burrard Street 21 King Street East 
Vancouver, British Columbia Toronto, Ontario 
V6C 2J7 M5C 1B3 
c/o Canada Permanent Trust Company 1350 Sherbrooke Street West 
1778 Scarth Street Montréal, Québec 


Regina, Saskatchewan 
S4P 2G1 


250 Portage Avenue 
Winnipeg, Manitoba 
R8C OB5 


H3G 1J1 


c/o Canada Permanent Trust Company 
1646 Barrington Street 

Halifax, Nova Scotia 

B3J 2P7 | 


